





A BELIEF that business in general has 
BETTER “‘turned the corner” and that distinctly 
BUSINESS improved conditions will be a feature of the 
IN SIGHT : “at - 

early future is clearly gaining ground in 
more and more quarters. Evidences that tend to support this 
view are furnished by the better railroad earnings, the im- 
proved money and credit conditions, the more liberal attitude 
of the banks toward would-be borrowers, and by decidedly 
better demand for consumable commodities with a view to 
the Autumn trade. Dulness and slightly greater unemploy- 
ment in some manufacturing centres during the past two or 
three weeks would seem to be only a passing seasonal phase 
of the situation. The real evidence of improvement is afforded 
by general indexes of conditions affecting credit and business 
in the broader sense, and by the improvement in order books 


looking to the Autumn demand. 
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HIS progress of business recovery dur- 
WHERE ing the past month has, however, once 
RECOVERY more called attention to some fundamental 
LAGS - : . : 
lessons in connection with prices and trade 
activity. Of these, possibly the most striking is the fact that 
advance toward better conditions has been marked where 
price revision has been thorough and genuine; while it has 
been feeble and retarded wherever price revision has been 
incomplete or limited in scope. This point may be illustrated 
by comparing conditions in the textile and steel industries. 
In the former, thorough reductions of prices were made about 
as early as in any industry, and the result is now seen to be 
a manifest recovery. Textile demand has been increasingly 
good for some months past, and Autumn prospects now fore- 
shadow a restoration of very fair activity and prosperity in 
the trade. Readjustment of steel prices, on the other hand, 
was first withheld or refused, and was then only slowly and 
grudgingly made. As a result, steel and iron production 
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has reached the lowest level for years past; and such in- 
dustries as building, railroad construction, and various others 
have refused to renew their demand, thus leaving the situa- 
tion for the coming months open to serious doubt. A very 
recent tendency to restoration in demand for structural steel 
appears to be the response of the market to long-delayed 
price revision. Similar conditions are to be noted elsewhere. 
It seems to be one of the marked lessons of the present busi- 
ness depression that nothing so seriously checks prosperity as 
exaggerated prices, especially when they are not well ad- 
justed to one another in the different lines of trade; while 
on the other hand nothing is so difficult to maintain as an 
inflated level of prices, no matter if protected by the joint 
effort of strong groups of producers. Buying stops when a 
certain point in price exaggeration is reached; and it is not 


resumed until some definite inducement is furnished. 
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OT the least encouraging element in the 


A ag trade and financial outlook is the ap- 
aan parently better status of the railroads. It 


has been evident for some weeks that the 
carriers were slowly attaining an improved financial position. 
Economies in labor cost, becoming effective on July 1, slightly 
greater efficiency in labor itself, reduction in the price of coal, 
better conditions of borrowing, and, finally, the development 
of a plan for equitable adjustment of the Government's debt 
to the lines make up a budget of genuinely good news. Never- 
theless, three has been question in not a few minds whether 
these favorable developments would really accomplish their 
object unless the carriers could be brought to share in the 
process of readjustment by bringing their rates into harmony 
with the generally lower cost of commodities. The fact that 
not a few transportation authorities both in statements to the 
Interstate Commerce Commission and elsewhere have asked 
permission to continue their rates on the present level has indi- 
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cated a regrettable disposition to hold to the higher schedules. 
This makes the establishment of an export grain rate, 25% 
below the level heretofore prevailing, particularly noteworthy. 
There have already been some decided cuts.on a good many 
roads resulting from reclassifications and readjustments—as 
well as, in some cases, from actual reductions in rates. Taken 
altogether, facts thus point to a greater degree of progress in 
the adaptation of rail charges to new economic conditions than 
might be inferred from a reading of the current opinions of 


railroad administrators. 
* * # 


AGUE charges and rumors voiced by 

some journals and by a former Comp- 
RESERVE troller of the Currency regarding the man- 
SYSTEM agement of the Federal Reserve System 
were brought to a head in hearings before a special committee 
of the Senate on August 2 and the following days. Aside 
from purely personal reflections and criticisms, all of a minor 
order, the substance of the charges turns out to be simply 
that some months ago the then Comptroller, acting in his 
capacity of member of the Federal Reserve Board, urged 
a reduction of rates of discount, but did not succeed in ob- 
taining favorable action. Att that time, it is alleged, there 
was in progress a more or less extensive restriction in the 
amount of loans available for the uses of agriculture. Such 
reduction has been ascribed by some to the “‘deflation”’ policies 
of the Federal Reserve Board, and that body has, therefore, 
been held responsible for reduction of prices, lack of agri- 
cultural prosperity, and general business depression. It seems 
almost unthinkable that so shallow an interpretation of Fed- 
eral Reserve policy or of general economic development at 
large could be seriously accepted; and the testimony of 
Governor Harding on the subject is therefore the more in 
point. Mr. Harding’s testimony has shown conclusively that 
the drop in prices occurred long before the peak of Federal 
Reserve credit extension was reached, and that business de- 
pression, far from being local to the United States, was much 
more severe in countries where there had been no check what- 
ever to the course of banking expansion. As for the needs 
of agriculture, and the means provided for meeting them, the 
testimony conclusively shows not only that there was no 
“constriction” in the farming regions, but that, when due 
consideration to change in price levels is given, the volume 
of rediscounts still in existence in such districts as Atlanta, 
Dallas and Richmond is far in excess of that which has 
existed at any time in the past, so far as commercial or agri- 
cultural needs go. 


ATTACK ON 
THE FEDERAL 
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SECRETARY of the Treasury Mellon 

has rendered real service by insisting 
that the Ways and Means Committee shall 
recognize the actual facts regarding taxa- 
tion in connection with the drafting of new legislation. He 
points out that the excess profits tax cannot be expected to 


IS THERE TO 
BE REAL 
TAX REFORM? 


yield much over $400,000,000 during the coming year, » 

less than one-fifth of the yield derived from the tax when 

its maximum. A total of $4,000,000,000 at least must } 

raised if the present scale of public expense or something 
approaching it is to be maintained. In this way, membeyx 
of Congress have been compelled to face the unpleasan 
truth that they must continue either the present rate of taxa. 
tion or establish new taxes of much the same character, o 
else introduce genuine economies by reducing public outlay. 
Thus far, the new Congress has been one of the most ex. 
travagant and even, as shown by the proposed bonus bill, 
reckless in financial outlay that has come into existence in 
recent years. At the present rate of outlay, the Government 
would need not only existing taxes but a considerable add- 
tion to them. There has unquestionably been great anxiety 
on the part of many members of the Administration because 
of this very disposition. Effort has apparently been made by 
legislators to placate as many sections of the country and 
elements of opinion as possible—by providing them with the 
funds for which they have asked. Recent weeks, however, 
have made it plain that public opinion will not consent to the 
retention of present taxes, much less to the addition of new 
ones superimposed upon the old. Hence the dilemma in 
which Congress is placed, and the renewal of a movement 
among some elements in the legislative body looking to re- 
tention of the corporation tax. The influence not only of 
Secretary Mellon, but of President Harding himself, has been 
definitely placed behind the demand for tax repeal—a fact 
which will render it difficult for Congress to violate party 
pledges in the matter. Final decision is, fortunately, not in 
the hands of the House Ways and Means Committee, which 
would apparently like both to have its cake and eat it, too. 
What does seem certain is that a vigorous conflict will be ab- 
solutely unavoidable if the promise to lessen the tax burden 


of the community is to be fulfilled in good faith. 
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HILE investment absorption is still 
going on and may be expected to in- 
crease as the crops are harvested and money 
thereby released, the weak spots previously 
mentioned in this column are still coming to the surface, and 
pressure for the time being is heavier than the buying power. 
Taken as a whole, the action of prices is disappointing 
to those who expected that by this time the market would 
begin to discount an improvement in general business condi- 
tions in the fall. We are now very close to that season and 
there are few signs of the discounting process. 

Nevertheless the slow absorption of sound investments 
which should increase on any further declines, will be the 
factor that will eventually turn the market, and in the mean- 
time we must be prepared for unfavorable news and weak- 
ness in quarters where the readjustment has not been com- 
pleted. 

Tuesday, August 16, 1921. 
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trend of securities. 





UR Investment and Business Service not only presents a weekly summary of the 
changes in numerous industries, but calls attention to important changes in the 
We issue Special Letters whenever these changes occur. 
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Editor’s Note: Conscientious readers 
of the daily press have no doubt come 
to look upon the plight of the American 
farmer as one calling for the most dras- 
tic and immediate measures of relief. 

It will probably surprise them, then, 
to read the following article by James 
B. Morman, in which a recognized au- 
thority on agricultural conditions and 
farm finance denies that any general de- 
pression exists, asserts that “‘a spirit of 
optimism is growing, as well it may” 
and approves but one of the host of 
farm aid bills recently presented. 

Mr. Morman has written several times 
before for THE MAGAZINE OF WALL 
STREET, a series of articles by him on 
“Farm Finance,” which attracted wide 
attention, having been published in these 
columns about a year ago. Although 
we do not necessarily endorse all his 
views, it is certain that they merit close 
study of those attracted by legislation 
intended to artificially support agricul- 
tural prices. 





WO questions most frequently heard 
today are: What’s the matter with 
agriculture? and What’s the matter with 


business? 

The difficulty with the agricultural in- 
dustry has been largely assumed to be a 
lack of credit, and most of the proposed 
remedies, legislative and otherwise, have 
taken for granted that this is the whole 
trouble. 

That the prevailing depression in busi- 
ness is not due to a lack of credit is shown 
by the fact that the total loans advanced 
by national banks in the United States 
last year for business purposes amounted 
to about $12,000,000,000, as compared with 
less than $2,000,000,000 loaned to farmers. 
There must be some other cause, there- 
fore, than lack of credit which has pro- 
duced the present general depression in 
both agriculture and business, and it is not 
unlikely that a careful analysis will help 
us determine just where the trouble lies 
and what the best remedy is. 

In this article it is assumed that agri- 
culture is as much a business as any other 
particular industry. The only reason for 
differentiating it from other business is 
because it is a fundamental national in- 
dustry upon which the whole population 
depends for the means of subsistence; and 
because its primary function is that of 
producing raw materials of manufactures 
rather than finished products. The re- 


for AUGUST 20, 1921 


Financing the Farmer 


Does He Really Need Help? 


By JAMES B. MORMAN, Economist, Federal Farm Loan Board 


lation of agriculture to. general business, 
then, is that of foundation to superstruc- 
ture; but laying the foundation is as much 
a business as any other part of our eco- 
nomic life. For the sake of convenience 
alone, then, agriculture is differentiated 
from the thousand and one other forms of 
business which together constitute our 
modern social structure. 

Depression in Agriculture Is Limited 

Contrary to a general impression, the 
agricultural industry as a whole is not 
in a depressed condition. For the bulk 
of products raised on our farms, gardens 
and orchards, there is just as large a de- 
mand and just as wide a market as there 
ever has been. Our population must be 
fed whatsoever else may be dispensed 
with, and as a rule the greater the popu- 
lation the greater the demand for food 
supplies. 

The call of the towns and cities every 
day is for fresh vegetables, fruits, milk, 
butter, eggs, meat, and many other more 
or less perishable products. In many in- 
stances where surplus supplies of quickly 
perishable goods are produced, they are 
frequently transformed into less perish- 
able forms, such as cheese and canned 
fruits, preserves, vegetables and meat; they 
may even be preserved by dessication in 
order to render them less perishable; or 
they may be retained in their natural forms 
for several months by means of cold stor- 
age. 

These instrumentalities for conserving 
perishable food supplies in times of sea- 
sonal abundance for certain months of 
scarcity, when their production is either 
greatly diminished or rendered impossible, 
serve an important economic and social 
purpose. They function without cessation 
and will become of ever-increasing im- 
portance with growth in population. In 
all these lines of the agricultural and re- 
lated industries there has been and can 
be no depression so long as the bulk of 
these goods are consumed in our do- 
mestic markets. The signal of distress has 
not been raised in these branches of farm- 
ing. The demand for these products is 
not only continuous, but is steadily in- 
creasing with an increase in population 
and improvement in their standard of 
living. 

There are other lines of agriculture, 
however, which are not so fortunate. The 
products raised are more staple in char- 





acter. They enter into trade and cotii- 
mercial channels only after -fhey~have been 
transformed by some industrial processes. 
They constitute raw materials of manu- 
factures. Our national markets are not 
sufficient to absorb all the raw materials’ 
produced. Surpluses are shipped abroad 
to meet foreign demand, If for any rea- 
son the foreign demand is limited or cut 
off entirely, there is not a sufficient market 
to absorb all the surplus raw materials 
produced on our farms and the inevitable 
result is a reduction in price because of 
the curtailed demand. In other words, 
agricultural conditions are governed by 
economic laws and have not been brought 
about, as is so often claimed, by financial 
interests. Economic laws controlling the 
demand and supply of wheat, cotton, wool, 
tobacco and cattle have brought about a 
lowering of prices of these products. 


A Problem of Prices and Markets 


The distress prevailing in agriculture is 
neither connected with credit nor with the 
whole industry. As shown above, it is 
confined to finding a market for the sur- 
plus of a few staple crops, the surplus be- 
ing the cause of a drop in the prices of 
these products. 

When Congress was considering the ad- 
visability of re-establishing the War 
Finance Corporation, the managing di- 
rector of that corporation stated to the 
Committee on Agriculture that, in his 
judgment, the agricultural problem “is a 
question of markets much more than it is 
of credits; and it is a problem of domestic 
markets even to a greater extent than it 
is of foreign markets.” 

Now, a market is nothing more than a 
place to buy and sell raw materials or 
finished products for the ultimate purpose 
of human use and consumption. The ac- 
tive force in all business is the ability of 
a people to buy and consume. It is bad 
economics to teach otherwise. And yet, 
in recently discussing Senate Bill 1915, 
which provides for the establishment of a 
$100,000,000 government corporation for 
the purchase of farm products in the 
United States and to sell them in foreign 
countries, it was argued by some Senators 
who were opposed to the measure that 
some form of consumption tax would be 
preferable to an income tax because the 
man who spent the least would have less 
taxes to pay and that men would attempt 
to escape taxation by cutting down on con- 
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sumption. But how would this affect busi- 
ness? Diminished consumption today at 
home and abroad is the cause of business 
depression both agricultural and general, 
so there can be no immediate revival of 
business if a policy of taxation should be 
adopted which would encourage a further 
curtailment of consumption. 

The late war made business good be- 
cause there was a rapid consumption or 
destruction of goods on an enormous scale, 
and the world was kept busy trying to 
bring production to the level of consump- 
tion. Business prosperity is measured in 
exactly the same way. When people have 
money to spend or to invest and do spend 
or invest it, the financial and business 
world feels the results in the rapid cir- 
culation of goods and credit. There is 
no other basis for permanent prosperity in 
the United States. 


Wheat Men Well Fixed, 


So fas as the basic industry of agricul- 
ture is concerned, the wheat producers 
have done their part. In fact, the great 
industry of wheat production has been 
favorably rather than adversely affected 
by our export trade. Wheat growers have 
no complaint from the standpoint of mar- 
kets domestic and foreign. Statistics for 
the year ended June 30, 1921, show that 
the value of breadstuffs exported, which 
include wheat and flour, was $1,071,866,- 
499, as compared with $808,357,262 during 
the year ended June 30, 1920. Thus the 
value of breadstuffs exported in 1921 was 
greater by $263,509,187, or an increase of 
nearly 33%, 

The stocks of wheat on farms in the 
United States on June 30, 1921, were 54,- 
435,000 bushels, or 6.9% of the produc- 
tion. There have been other years when 
the stocks on hand have been in excess of 
this amount, namely, in 1916 with 74,731,- 
000 bushels and 7.3%; in 1907 with 54,- 
853,000 bushels and 7.5%; and in 
1899 with 64,061,000 bushels and 9.5% of 
production. In other years, while the 
stocks of wheat on farms have been less, 
the percentages as compared with produc- 
tion have been higher than in 1921 be- 
cause of a diminished yield for the year. 
This occurred in 1902 with stocks on hand 
of 52,437,000 bushels, which was 7% of 
production; in 1900 with 50,900,000 bushels 
and 9.3%; and in 1896 with 39,187,000 
bushels, which was 8.5% of production. 

Wheat growers, evidently, have no com- 
plaint as to their markets both domestic 
and foreign. They have complained con- 
siderably, however, as to prices, although 
the price has for some time exceeded and 
does still exceed the proverbial “Dollar-a- 
bushel” wheat. On June 30, 1921, the 
farm prices of wheat ranged from $1.01 
a bushel in Idaho and Nebraska to $2.05 
in Arizona and South Carolina. Only in 
one state—South Dakota—was it below a 
dollar, and there it is quoted at 88 cents 
a bushel. The average for the United 
States was $1.12 a bushel. 


The two lines of agriculture most seri- 
ously affected through a curtailment of 
our export trade seems to be those of 
live stock and cotton production, The 
value of the exports of meat and dairy 
products for the year ended June 30, 1921, 
was $403,358,571, as compared with $771,- 
031,760 during the preceding twelve 


months. Cotton shows a more tremendous 
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slump in export trade. The number of 
bales exported was 5,409,102, as compared 
with 6,915,408 for the twelve months ended 
June 30, 1920, and the values were $2,811,- 
445,550 and $3,543,743,487, respectively. 
These are enormous differences and are 
important because of their relation to the 
buying and consuming power of live stock 
and cotton producers. 

The South has been particularly hard 
hit because of the enormous drop in the 
farm prices of raw cotton. The average 
price in the United States on June 30, 
1921, was 9.6 cents a pound, as compared 
with an average price of 37.4 cents at the 
same time last year. It is not surprising, 
therefore, to find that the chief efforts of 
the War Finance Corporation to date have 
been directed toward furnishing credit for 
the marketing of cotton, though some ef- 
forts have been made to supply credit for 
marketing several million bushels of our 
surplus wheat. It is not expected that 
these efforts will relieve the cotton situa- 
tion entirely; but, in conjunction with a 
reduction in acreage and other unfavorable 
conditions affecting this year’s new supply 
of cotton, together with a gradual im- 
provement in business conditions, it is ex- 
pected that there will be a rise in price 
as a result of an increase in demand and 
a decrease in supply. The area planted 
to cotton this year amounts to 26,519,000 
acres, which is 28.4% below last year’s 
acreage; and the forecast of production 
is 8,433,000 bales, which is nearly 5,000,000 
bales less than the production last year. 
The future outlook for improvement in 
cotton prices and cotton markets is more 
promising than it has been for some time 
past. 

There is little difference in the number 
of cattle and hogs on farms this year and 
last, but the prices of these meat animals 
were nearly 40% lower in May, 1921, than 
for the same month last year. Hides, like- 
wise, for shoes and other leather goods, 
are 40% cheaper than they were in 1913, 
which is taken as the year of normal 
prices. 

One of the great staple raw materials 
of the textile industries is wool. The 
prices of wool have also steadily fallen so 
that in June, 1921, they averaged 15.4 cents 
a pound as compared with 28 cents the 
same month last year. 


The Basis of Business Improvement 


The producers of a few agricultural 
products, then, have had to take their 
losses. This is now past history, The 
farming and the business world is looking 
forward and hoping for improvement. A 
spirit of optimism is growing, as well it 
may. For the period of over-production 
is slowly passing and the natural demands 
of a people for the basic necessities of life 
must revive and will increase with their 
production, which, in the form of wages, 
provides the purchasing power of the great 
majority of the people. 

There is now every reason for believing 
that, with the prices of the raw materials 
of our staple foods—such as meat and 
wheat—and our staple products for cloth- 
ing and shoes—such as flax, cotton, wool 
and hides—at very low levels, the founda- 
tion exists for the rehabilitation of busi- 
ness in all the industries which utilize 
these raw materials as well as for a steady 
lowering o* “‘e high cost of living. Take 
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for example the textile industries. These 
use the basic raw agricultural materials 
of flax, silk, cotton and wool; they are 
among the largest and most important of 
our industries, and they concern every 
man, woman and child in the country. 

Since these raw materials are farm 
products, the real basis of general business 
improvement consists in promoting agri- 
cultural production. At the same time the 
reciprocity between country life and urban 
life must be recognized. It is impossible 
to set farmers on one side and call them 
“producers” and the people of our cities on 
the other side and call them “consumers.” 
All the population are consumers, particu- 
larly of food, clothing and shoes. What 
helps the farmer as the producer of raw 
materials helps all industries along the 
line and makes an increase of business by 
an increase of the purchase and use of 
the various goods which enter into the 
daily life of all the people. This is the 
foundation of improvement in our business 
life. 

One of the mistakes of farmers’ organ- 
izations in their agitations is that of as- 
suming that the farmer is independent of 
the city worker. No greater mistake was 
ever made. The American farmer today 
produces very little that he himself con- 
sumes on the farm. His wheat, cattle and 
dairy products—his cotton, silk, flax, wool 
and hides—have to pass through numerous 
manufacturing processes and are returned 
to the country store in finished products 
such as flour, dressed meat, butter, cheese, 
various grades of wearing apparel, numer- 
ous household goods, shoes, and a host of 
things which enter daily into the domestic 
life of every farm home. No farmer liveth 
unto himself. The great and permanent 
market of the farmer is our own 106,000,000 
people. It is true that 52% of them are 
living in cities and towns of over 2,500 
inhabitants; and, while the 48% of the 
people as the rural population are provid- 
ing the raw materials of foods for the 
entire population, the transportation and 
industrial workers, the manufacturers and 
merchants, are turning out finished prod- 
ucts in food, clothing, boots and shoes for 
themselves as well as for the rural popu- 
lation. This economic and social reci- 
procity alone keeps our markets active and 
through their activity brings about pros- 
perous times for all the people. 


The buying power of the population, 
then, is the real basis of business activity. 
The improvement of business consists pri- 
marily in the restoration of this buying 
power as in normal times. The farmer 
who engages in production starts the ball 
rolling by buying his necessary farm sup- 
plies, and the business activity is con- 
tinued through the processes of production, 
transportation, manufacture and distribu- 
tion of products for consumption at home 
and abroad. So long as the entire popu- 
lation has to eat, wear clothes and shoes, 
and use a hundred and one different things 
from day to day, there cam be no escape 
from business revival sooner or later, es- 
pecially if domestic and foreign markets 
are able to absorb all the products of our 
energies. The balancing of our producing 
and consuming forces under wages and 
price conditions which make it worth while 
for men to produce, manufacture and sell 
goods is the wheel which keeps our whole 
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When Will Railroad Buying Begin? 


President Woodin of American Car & Foundry Gives Views—The European Outlook 


Interview by BENJAMIN NORTON 


s\ ILLIAM H. WOODIN might be 
called a car builder by birth, his 
father having been in the business before 
him. After leaving the School of Mines 
Columbia University, thirty years or 
ore ago, he went to Berwick, Pa., his 
native place, and commenced in a mod- 
erate way with the Jackson & Woodin 
Car Manufacturing Co. This is now one 
of the subsidiary plants of the American 
ar & Foundry Co. Later on Mr. Woodin 
ecame general superintendent of the Ber- 
ick Works and finally its president. He 
became district manager of the Berwick 
plant, under the American Car & Foundry 
‘o., in 1899. He was afterward assistant 
o the president of the American Car & 
‘oundry Co., and finally became its presi- 
lent. This office he has held for the past 
ive or six years. 

During his days at Berwick, Mr. Woodin 
was something of a political factor in 
the affairs of the community, and at one 
time was candidate for Congress in the 
17th Pennsylvania Congressional District. 
He now resides in New York City and 
has become a consequential figure in the 
life of the metropolis. 

The American Car & Foundry Co. is 
very large—in fact, it is the largest or- 
ganization of the kind in the United 
States. And when a concern of its dimen- 
sions can pay 7% dividends on its pre- 
ferred shares, of which there are $30,- 
000,000 outstanding; and 12% on its com- 
mon stock, consisting of a like amount, it 
is fair to say that American Car & 
Foundry is exceedingly prosperous. 

When the company was organized 20 
or more years ago, a large number of in- 
dependent car companies were taken over. 
Today there are sixteen plants located in 
various parts of the country, all under 
the one management. With these facili- 
ties, and a working capital now of nearly 
$24,000,000, there is little in the way of 
car-building that the company cannot un- 
dertake. On the average it employs some 
25,000 operatives, and the combined plants 
have capacity enough to turn out 93,600 
freight cars a year, not to speak of 1,560 
passenger cars, over 1,090,000 car wheels, 
and 84,000 and 265,000 tons, respectively, 
of: grey iron castings and bar iron. 

In the language of the Street, American 
Car & Foundry is “some company”; and 
it is in the hands of a master, 


Optimistic 

“Times are bound to be better before 
long,” Mr. Woodin said. “There is a 
definite limit to the length of time de- 
pression can continue in this country. The 
immensity of the United States and its 
opportunities, still very large, for growth 
and expansion are the ruling factors which 
must make for a great business revival, 
sooner or later. The revival may not 
come about next month; it may not come 
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about for several months; but it is in 
sight and it is bound to materialize even- 
tually. 

“I am a great believer,” Mr. Woodin 
continued, “in statistics, especially when 
based on, say, ten-year averages. I do 
not assert that changes for better or worse 
can be estimated by means of statistics 
with perfect exactness; I simply mean that 
statistics enable us to judge pretty closely 
what a given trend is. 

“It is, to a certain extent, on such sta- 
tistics that I base much of my confidence 
in the future of railroad equipment buy- 
ing. The roads have had a pretty hard 
time of it for the last few years. They 
have been compelled to forego a great 
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part of the renewals and re-equipment 
which, according to the figures, they ac- 
tually needed. Today, the railroads are 
hungry, so to speak, for every form of 
equipment; and.the time is fast ap- 
proaching when renewals, considering 
all the circumstances, will have to begin 
on a very large scale. 

“It is my own belief,” the president of 
the American Car & Foundry Co. went on, 
“that the American railroads are worse 
off today, particularly as regards equip- 
ment, than they ever were before. It will 
take a very long time and vast sums of 
money to put them back into condition. 
Repair tracks are, literally, covered with 
cars awaiting attention. And as for new 
equipment, the needs of our railroads I 
believe to be tremendous.” 


Does Not Favor Steel Cars 


The president of American Car & 
Foundry incidentally is not a believer in 


all-steel cars. “My company is in a posi- 
tion to build cars of either wood or steel. 
But I don’t believe there is any economy 
in steel cars for certain classes of freight. 
If used for carrying coal, for instance, 
steel cars deteriorate very quickly. The 
elements affect them in a most amazing 
way; and sulphur from the coal, and other 
detrimental substances, get in their fine 
work in a very short time 

“At any rate, the comparative merits 
of steel cars and wooden cars constitute 
an exceedingly fascinating subject and it 
will be interesting to see how things work 
out.” 

Future of the Railroads 


Getting back to his original subject, Mr. 
Woodin stated that he believed “we car 
builders can depend upon our works be- 
ing very busy places, sooner or later. 

“Moreover,” he continued, “although I 
am talking to you entirely from the stand- 
point of the car builder, what I have 
said about the roads’ car needs is 
equally true of their needs, I think, as 
regards locomotives, buildings, bridges 
and tracks. It is the scope of these 
requirements, in my opinion, which will 
ultimately prove the basis for a general 
revival in business, 

“Of course, the railroads will have to 
get stronger financially before they can 
start their buying; but when everybody 
realizes how much rail-reconstruction will 
do for industry and business in general, 
there will be little doubt of the outcome. 
Railroad buying means everything to 
everybody.” 

Mr. Woodin has little patience with 
those who question the future of the rail- 
roading business in this country. “Here 
and there,” he agreed, “there may be a 
disposition to belittle the future of the 
railroads, but the facts don’t warrant it. 
The American railroads are here to stay. 
If anyone has any idea that they have even 
seen their best days, he is very much 
mistaken. These great thoroughfares, 
these ‘continental arteries,’ are the back- 
bone and mainstay of this country. They 
will not only remain in existence; they 
will keep on growing. 

“As I said before,” he went on, “it will 
take a long time and many millions of 
dollars to put our railroads back into first- 
class condition. But they will get back,” 
emphatically, “you can rest assured of 
that, 

“As for the country itself, I am a great 
believer in its future and I think every- 
body else should be, too. Ten years from 
now we Americans will look back and 
smile at the troubles that are vexing us 
so terribly today; and we will wonder 
why, with what we had in store, we didn’t 
exercise a little more hope and confidence. 
There’s ample foundation for both.” 

And, if the interviewer may inject an 
opinion, ample room for both, as well. 

European Impressions 

President Woodin recently 
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The Stock Market Story of U. S. Steel 


Sidelights on the First Twenty Years of the Big Corporation 
By RICHARD D. WYCKOFF 


HE story of the United States Steel 
Corporation has been told many 
times by many men from the stand- 
point of operations, financing, etc.; but 
its stock market story is something differ- 
ent and, to the newcomers in the market, 
perhaps more interesting. 

Like all big undertakings, U. S. Steel 
was once only an idea—a mere germ. At 
that time Andrew Carnegie was the leading 
steel magnate, the other principal interests 
being centered in such concerns as the Fed- 
eral Steel, National Tube, American Steel 
& Wire, American Tinplate, and other com- 
panies, themselves representing 


up to 55, with great activity and large 
volume. 

Keene is said to have received $1,000,000 
cash and a percentage of the syndicate 
profits for handling the stock. These 
profits, if as reported, amounted to $40,- 
000,000, representing about 20% on the 
$200,000,000 subscribed by the syndicate 
members, of which only $25,000,000 was 
paid in. The business of the syndicate 
was to finance the consolidation, but as 
this for the most part represented an ex- 
change of securities of the various sub- 
sidiaries for those of the holding cor- 
poration, no great amount of cash was 
required in the operation. 


the Steel Corporation, and it was followed 
by the undigested securities panic of 1903. 


Causes of the Decline 


Many syndicates, banking houses, and 
wealthy individuals were overloaded with 
underwritings and holdings of newly 
formed industrial combinations, resulting 
in heavy liquidation. U. S. Steel common 
was then a 4% dividend payer, but it de- 
clined to below 50, then to 40, where it 
netted about 8%. It was not only the 
leading speculative mediun, but was, by 
many, regarded as an investment. 

Vast in size, breadth, capacity and in- 
fluence on the steel trade and the security 

market, few expected that which 





former consolidations of competi- 
tive plants. 

The first intimation that the 
giant had been conceived was when 
Carnegie threw a bombshell into 
the camp of the Morgan interests 
who were behind a number of the 
former subsidiaries. The iron 
master threatened to build a new 
plant on the shores of Lake Erie, 
which would outstrip any of its 
competitors. Much excitement 
among the steel magnates resulted, 
and a series of conferences at the 
Morgan office preceded the an- 
nouncement that the big corpora- 
tion was to be formed. 

Stocks of proposed subsidiaries 
commenced to advance rapidly, 
and as soon as the plan crystallized 
there arose a great demand for 
the shares which were going into 
the consolidation. Soon the an- 
nouncement of the two-hundred- 
million-dollar syndicate was made, 
and the market for the subsidiary 
stocks became very active. Then 
a “when-issued” market was estab- 
lished on the Curb for the new 
common and preferred stock of the 
Steel Corporation. There were 
many opportunities for profitable 





did happen. Considering the fact 
that many of its shares were in 
the hands of financially weak and 
easily frightened holders, a drastic 
decline was not surprising. When 
it broke to 40 it was considered a 
great bargain, and as the market 
continued to slide off, those who 
held it were, in many cases, 
tempted to deposit the certificates 
as margin and buy as much more. 
Bucketshops made great induce- 
ments for them to do so. When it 
reached $20 a share, the stock was 
pointed out as paying 25% on the 
investment. 

Wise people did not believe the 
dividend would last, the price it- 
self being an indication that it 
would be passed. When it reached 
the $10 level, along in the latter 
part of 1903, accumulation began 
by the very interests which had dis- 
tributed the stock up to 55. Com- 
pared with the initial capitaliza- 
tion of $1,500,000,000 (in round 
figures), the combined market value 
of the sinking fund bonds, together 
with the preferred and common 
stock, had shrunk to less than 
$500,000,000. 

During the first few years of its 








arbitrating between the old shares 
and the new “when-issued” stock, 
and when the latter was listed on 
the New York Stock Exchange a 
tremendous market followed. 


Keene’s Manipulation 


James R. Keene was engaged to handle 
the market for U. S. Steel stocks and the 
Street became highly enthusiastic over the 
prospects for the new giant organization. 
Extravagant appraisals of the corpora- 
tion’s properties were made and the most 
optimistic statements appeared in the pub- 
lic press. Some of the predictions then 
recorded have not yet made good. 

Steel common began its career in the 
30s, and, under violent manipulation, was 
worked up to around 50. On the 9th of 
May, 1901, the stock broke to 24 under 
stress of the liquidation accompanying the 
corner in Northern Pacific. There it met 
strong support, and later in the year sold 
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MAKERS OF STEEL HISTORY 


Andrew Carnegie and J. P. Morgan, leaders in Steel’s 
organization, and Hon. Elbert H. Gary and James A. 
Farrell, Chairman and President, respectively. 


It is interesting to note that the high 
point for the common stock in 1901, 
twenty years ago, was just twenty points 
lower than the present. price, 75, 
where the stock stands as this is written. 
During this period the corporation has not 
increased its share capital by a single dol- 
lar. Instead, it has decreased the amount 
of preferred stock outstanding by ex- 
changing part of it for 5% sinking fund 
bonds; thus reducing its combined interest 
in dividend requirements. 

The big test of the corporation’s strength 
and earning power came during the slump 
in business which accompanied the over- 
promotion of industrial securities. during 
the period from 1899 to 1901. The climax 
of this movement was the formation of 


history, the 4% dividend had been 
earned by a large margin, and the 
low prices recorded for its shares 
were due, in a large measure, to 
the frightened and forced selling 
by investors, rather than to the belief that 
its business and earning power would not 
recover. The preferred stock, although 
continuing its 7% dividends, declined to 
less than $50 per share, and it was about 
that time that a friend showed me a letter, 
written many months before, by the late 
J. P. Morgan, in his own hand, reading 
thus: “Replying to your inquiry, I con- 
sider U. S. Steel preferred a sound invest- 
ment at par, $100 per share. (Signed) 
J. P. Morgan.” 

What Mr. Morgan wrote has since 
proven true, because at no time has the 
dividend on the preferred been reduced 
or passed. But the stock was under great 
pressure at 50, and during this period an 
immense quantity of both common and pre- 
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ferred shares were bought in combination; 
that is, 100 shares of common with 100 
shares of preferred, for a total of $6,000. 
Morgan and Standard Oil interests were 
very large buyers at this level. 


A Prophecy 


In the first issue of the MAGAZINE OF 
WALL Street (then known as The Ticker) 
which was published in the 1907 panic, I 
called attention to the fact that the price 
of 50 for the preferred discounted the cut- 
ting in two of the dividend rate (although 
this never happened) ; that the consump- 
tion of steel in the United States was 
doubling every ten years, and that in a 
few years U. S. Steel would have an out- 
put equal to the entire American produc- 
tion of steel in 1900. Also, that after an- 
other period of prosperity, it should, be- 
sides making enormous profits for improve- 
ments and additions, pay large dividends, 
for it would have no financing to do and 
surplus earnings would be large enough 
to cover all requirements and build new 
plants as needed. With the accumulated 
earnings of these new plants, future re- 
turns should be stupendous. 

While the above was accurate, the ex- 
traordinarily conservative management of 
the Steel Corporation has kept dividends 
down during normal years so that the 
price is still at only three-quarters of its 
par, notwithstanding all the developments 
during the intervening fourteen years. 

My recommendation at that time was: 
“Steel common should be bought, paid for 
in full, put away, and never sold. When 
it returns to a $4 dividend basis, it will 
net 40% on the present cost, $10 per share. 
When it pays $10, the net return will be 
100% per annum on present cost.” As a 
matter of fact I bought 100 U. S. Steel 
common myself, at 874, which was within 
one-half point of the lowest of its record 
low (834), and decided that I would hold 
it until I could present it to my grand- 
children. But I have as yet no grandchil- 
dren, and the stock was sold some time 
ago. 

The enormous absorption of Steel com- 
mon and preferred at 10 and 50, respec- 
tively, led to a rapid advance when the 
steel business began to recover during the 
summer of 1904. That year it sold up to 
33%, and the following year at 43%. 
Then it ranged in the 30’s and 40's, with 
a high of 503% in 1907, followed by a 
smash down to 21% in the panic in October 
of that year. It was at this point that J. 
P. Morgan made the biggest stock market 
play of his life, for he gave an unlimited 
order to buy U. S. Steel common at 22. 
It is said that he purchased 500,000 shares, 
or $11,000,000 worth. 

Frank A. Munsey, George W. Perkins, 
and all the big operators in the Steel and 
Standard Oil groups bought heavily of the 
stock during this decline. Accompanying 


the recovery from the panic, Frank Mun- 
sey ran in Munsey's Magazine a series of 
bullish articles on this corporation’s fu- 
ture—an extraordinary effort for a pub- 
lisher of a popular periodical—but having 
the merit of truth and sound judgment 
behind it, Munsey pictured the great possi- 
bilities in the stock if bought in the 20's, 
and kept pounding away at it until an 
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enormous number of people throughout the 
country began to realize that the stock 
was a purchase and bought it. Be it said 
to Mr. Munsey’s credit, his campaign 
made a great deal of money for his readers. 


The Bear Contingent 


In the days following the panic, and 
while the stock was under 25, I received 
a telephone call from J. Brandt Walker, 
who then had an office on Forty-second 
street, and who had made a million dol- 
lars in the preceding bear market. Walker 
wanted me to print in my Macazine the 
story of how Mr. Carnegie had recently 
given a dinner to the heads of departments 
in the Steel Corporation, at which, in a 
speech, Mr. Carnegie said: “Make no 
mistake, boys, we will buy back our Steel 
Corporation at 10c. on the dollar for the 


stock.” Brandt Walker 
heavily short and was making ex- 
traordinary efforts to talk the price 
down. He handed me an article which 
he had prepared, showing how hope- 
less the position of U. S. Steel was at 
the time. I told him I would not print 
the article and that I did not believe in 
being bearish on Steel common at those 
prices. 

Mr. Morgan, having taken the long side 
at that level, bided his time. The very 
next year (1908) the stock rose to 58%, 
and in 1919, although the disbursements on 
the common for that year amounted to 
only 234%, the price advanced to 94%, 
accompanied by transactions running into 
hundreds of thousands of shares and pre- 
dictions that it would sell at 125. No one 
with any experience could look upon the 
operations then going on without realizing 
that an enormous amount of stock was 
being distributed, and there is little doubt 
that Mr. Morgan was then and there tak- 
ing a 70-point profit on his 500,000 shares, 
which made what probably was the most 
successful single stock market operation in 
the history of the Street. 

The nearest thing to it that I recall was 
Harriman’s purchase of Union Pacific in 
the 130’s and 140’s in the fall of 1906, just 
prior to the announcement of the increase 
in the dividend to 10%, upon which the 
stock rose to 19534, and Harriman cleaned 
up $15,000,000 on his speculative line alone. 

Nothing very spectacular occurred in 
Steel during the next few years. As a 5% 
dividend paper it ranged between 91 and 
50 during 1910 to 1913, most of the time 
selling in the 70’s and 80's. 

In the fall of 1914, just after the Stock 
Exchange resumed operations following 
the war panic, Steel common sold at 38, 
and as a result of war-time earnings, rose 
from that figure nearly 100 points to 136% 
in 1917. In that year it disbursed 18% in 
dividends. 


Recent History and Outlook 


We all recall what has happened since. 
Steel made a low of 79% that same year, 
recovered to 116% on the cessation of the 
war, declining to 76% in 1920, and 70% 
so far this year. 

With all these gyrations spread over a 
period of more than twenty-one years, 
U. S. Steel common has not, as we have 
said, fulfilled the predictions of those who 
helped to sponsor it. The price of 136% 
did not measrre its earning power or in- 
trinsic value, for it represented war profits 
which were recognized as temporary. 
Judge Gary decided, when the war broke 
out, that any extraordinary profits then 
made should not be disbursed as dividends 
or put into additional production, but be 
held in more or less liquid form in order 
to meet the depression which he said must 
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How F. W. Woolworth Finds Business 


An Interview with President Hubert T. Parson 


EATED in a magnificent office on the 
twenty-fourth floor of the Woolworth 
building is a man who has at his fingers’ 


tips what is probably the most compre- 
hensive data on the retail situation in the 
United States. 

As president of the F. W. Woolworth 
Co., operating some 1,133 5 and 10c. 
stores, Mr. Hubert T. Parson has access 
to daily reports from the managers of 
these (1,133) stores situated in 979 cities 
detailing local, state and sectional. condi- 
tions. His views, therefore, of business 
and especially retail conditions are with- 
out doubt the very essence of exactness. 


How’s Business 


My first words after being introduced 
were such that would make almost any 
other man hesitate and demand some 
definite or specific subject before answer- 
ing, but not so Mr. Parson. He warmed 
up quickly and gave statements based on 
his: facts which without doubt will be very 
enlightening to the readers of this 
MaGAZINE. 

“Mr. Parson,” I said, “we believe that 
you as president of this great enterprise, 
are in a position to judge the country’s 
general business conditions in all its sec- 
tions and can tell us just what the future 
may have in store?” 

The answer came at once, “Woolworth 
finds business, in general, good, and ex- 
pects it to become better as we go along.” 
Picking up two sheets of paper on which 
were reported the sales for the first seven 
months of this year Mr. Parson continued, 
“We are ahead of last year in every one 
of our eleven districts excepting the 
south. The states south of the Mason 
and Dixon line and the State of Texas 
have been showing a falling off in sales. 
I know of no good reason why this con- 
dition should exist in the southern states 
to such a marked degree, when other dis- 
tricts, which can be termed comparable, 
are not showing signs of marked depres- 
sion.” 

I attempted to mention the reduced cot- 
ton crop and cotton prices as a probable 
reason but Mr. Parson would have none 
of it—in fact he was very emphatic in his 
opinion. His reply was a _ question, 
“Where is all the money the planters made 
during the period of 40-cent cotton? Cer- 
tainly they couldn’t have spent it then. 
While it may be perfectly true that the 
planter has not any great amount of 
money in the banks at the present time, 
it is probable that a good portion of the 
money he made during the period of high 
prices is invested in gilt edge bonds. 
Only a few years ago the South called 
for help. “Buy a bale of cotton at 10 
cents a pound and save us!’ was the 
slogan, but not one word was uttered 
when prices were up. Now they are again 
calling for assistance. It looks | very 
much like a plain case of crying ‘Wolf!’” 

“Compare the Southern planter to our 
farmers in the Northwest,” continued Mr. 
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Parson. “When wheat sold at $2.50 a 
bushel the farmer made money. He over- 
came labor troubles and agitation which 
is absolutely foreign to the planter’s wor- 
ries. Yet, today we find the northern 
farmer digging into whatever surplus he 
has left from boom times, planting more 
wheat and uttering no words but those of 





J. C. Maugans, Phcto. 


Beautiful Tower of the Loftiest Business 
Building in the World 


determination. He asks charity of no one 
nor does he cry ‘Wolf!’” 


The Bugaboo of Foreign Competition 


Since it is a commen belief among us 
that European manufacturers are about 
ready to burst into the American market 
and flood the country with merchandise 
made under “sweat-shop” labor wages and 
that this development will work a hard- 
ship on ovr home manufacturers, I asked 
Mr. Parson to express, his views on 


foreign competition. His remarks were, 
to me, a revelation. “We have never 
found it necessary,” he stated, “to import 
to any marked degree. Our greatest year 
for importations only equaled 12 per cent 
of our sales. American manufacturers 
are fully capable of supplying all our re- 
quirements, excepting needles which we 
find it necessary to purchase in England. 
Dolls and Christmas tree ornaments also 
are bought more cheaply in Germany than 
elsewhere. The workmanship is better 
and they are more artistic. However, 
these ornaments are made under conditions 
which we do not want nor would we 
tolerate in America. I have in mind com- 
munity manufacturing, where practically 
every family in a particular section, from 
the head of the household to the children, 
work in their homes—painting, designing 
and packing these goods. 

“European competition is no stronger 
today than it ever was, nor is the Euro- 
pean manufacturer offering or asking 
special inducements. Our importations 
would be larger if the Europeans coula 
successfully compete with our home in- 
dustries. The American housewife of 
today is an extremely discriminating 
buyer and long experience tells us she 
would not hesitate a second in purchas- 
ing an article stamped ‘Made in Ger- 
many’ if the article and price suited her 
taste and pocket book.” 

President Parson had some amusing in- 
cidents to cite as evidence of the vary- 
ing tastes of different sections of the coun- 
try: “For instance, the housewife in that 
section of Pennsylvania settled by the -so- 
called Holland Dutch will not buy floor 
mops. They are in the habit of getting 
on their knees and scrubbing with a brush. 
While the lady of the kitchen in New 
York State looks in horror at a brush— 
she demands a mop and a long handle. 

“Of course the Woolworth Company 
sells articles in all its stores which may 
be under a broad name or used for the 
same purpose, but they are of different 
qualities and styles. In one year Wool- 
worth sold 90,000,000 pounds of candy, 
9,000,000 yards of curtain material, 350,- 
000 barrels of glassware, 20,000,000 pieces 
of enamelware. During the influenza 
epidemic in 1918 we sold 54,000,000 
handkerchiefs.” 


Effect of High Freight Rates 


The great bulk involved in these articles 
brought freight rates to my mind so I 
asked Mr. Parson how seriously Wool- 
worth was affected by the increase granted 
the carriers. 

“Tt has simply meant,” he replied, “that 
many articles which we had formerly been 
barely able to keep on the 10-cent counter 
had to be eliminated from our lists. We 
have had to pay a 40% increase in rates. 
When these rates are readjusted or 
brought down to their former basis we 
will be in a position to give still better 
values to the public and add many articles 
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to our counters just as we are now doing 
because of the decline in wholesale prices. 
It remains to be seen, of course, whether 
freight rates will go down materially.” 


How New Stores Are Opened 


The writer then asked for some remarks 
on “The Woolworth idea”; he was par- 
ticularly interested to know what the pro- 
cedure of the company was with regard 
to the opening of new stores. He had in 
mind an extensive book of rules which, he 
supposed, were carefully followed; so he 
was naturally somewhat surprised at 
President Parson’s answer. 

“Intuition has probably as much to do 
with it as anything else,” replied Mr. 
Parson. “Our. district managers merely 
become intimately acquainted with their 
sections and work on that knowledge. Of 
course they make some of the ‘standard’ 


investigations; they know how many 
women pass a given point during shop- 
ping hours, they also know general con- 
ditions, but intuition is the chief element. 
How adept these men become is shown 
by the fact that it is exceptional for them, 
in estimating the amount of business that 
can be done in a new location to fall more 
than a few hundred dollars short of the 
exact amount. Also, it rarely happens 
that one of these men overestimates. They 
don’t do it because it would hurt their 
prestige. 

“Our managers report daily on their 
sales and on. local conditions which are 
apt to affect the general business trend. 
Such things as strikes, opening and clos- 
ing of factories, a major movement of in- 
habitants either to or from a specific place 
are known to us very quickly but we do 
not use this information to work out any 





general index. Our buyers know their 
markets—study production costs. They 
know that if a manufacturer does not 
make money, that source of supply will 
soon be closed. Very often they make 
some excellent suggestions to manufac- 
turers who can, by reversing their methods, 
increase their efficiency and make a larger 
profit possible. Many of these suggestions 
have enabled American manufacturers to 
produce many articles formerly purchased 
in Europe. Since the war our buyers 
have succeeded in establishing many lines 
which we will never again find it neces- 
sary to import. 

“It has always been the Woolworth idea 
to place as many articles as possible on 
our counters and to reduce as many 
articles as possible from the luxury class, 
to a level within the reach of anybody 
who has a nickel or a dime.” 


China’s Regard for the U. S. 


F the markets of every other world 
nation should be closed to the prod- 
ucts of the United States, this country 
would still have left to it the great mar- 


kets of China, the richest commercial 


prize among nations. 

The friendship of China for the United 
States is based upon something far 
stronger than mere opportunism; it is 


founded on good-will built up through 
years of unselfish, disinterested efforts 
for the welfare of that country, and for 
which China is eternally grateful. 

If this country would but capitalize the 
good-will that China bears for it and all 
things American, it would find in the Far 
Eastern republic the greatest opportuni- 
ties in the history of commerce between 
nations, says Ginarn Lao, Chinese banker. 

This sentiment is looked upon by Mr. 
Lao, who is now in the United States to 
establish for the Bank of Canton, Limited, 
the first agency of a Chinese bank in 
America, as the greatest asset possessed 
by American business men for promoting 
their interests in China. 

“China looks upon the United States as 
a big brother,” said Mr. Lao. “The 
Chinese people, from the highest among 
government officials to the rank and file 
of business men, would rather do business 
with the United States than with any 
other world nation. 

“While for the present China is passing 
through a period of economic depression 
which began last Fall and reached its 
climax during the Spring, the outlook for 
active resumption of business this Fall is 
most promising. Indeed, commercial 
conditions in China have been steadily im- 
proving since Spring, and a resumption 
of the flow of business cannot long be de- 
ferred. The period intervening, however, 
I look upon as a good preparatory time 
when contacts can be formed and condi- 
tions studied. 

“In my opinion, however, the great op- 
portunities in my country do not alone 
exist in the volume of imports or exports 
that may be expected, but in the develop- 
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Views of a Chinese Banker 
By GINARN LAO 


ment of the great natural resources of 
China which are at present almost wholly 
latent and lying undeveloped. 


“It is here that the good-will China 
bears the United States is most clearly 
evidenced. China is ready to go to al- 
most any lengths to invite American co- 
operation in the opening of her virgin 
territories, the development of her mines 
and potential industrial strength, the 
building of railroads and the founding of 
industries. These, above all other things, 
are necessary to China before she can 
come into her own as a great commercial 
and industrial nation. 

“One does not have to search far for 
the reason for the friendship that the 
Chinese bear Americans. We have always 
found in our dealings with this country 
that it was not searching for some selfish 
advantage or preferment, but was really 
sincerely interested in the welfare and in- 
tegrity of China as a nation, and wished 
to guard it against exploitation for ul- 
terior purposes bv outside interests. When 
China has been besieged and overrun by 
these interests seeking only to satisfy 
these selfish desires, the United States 
has always stood beside her a true and 
tried friend. 

“Another important factor in the 
Chinese attitude toward the United States 
is that today there are more returned 
students in China who have been educated 
in the United States than from any other 
countrv. These students are taking their 
place in the government and business and 
financial life of the nation, and their im- 
pressions formed during their student 
days in the United States are most friendly 
toward this country and have their effect 
upon a wide circle of relatives and ac- 
quaintances in China. 

“In this regard, too, the United States 
played a winning card when it returned 
the indemnity fund to China for the pur- 
pose of the education of its young men. 
As a result, a large number of Chinese 
students are now in the schools and col- 
leges of the United States and will re- 
turn to China as firm advocates of Amer- 


ica and all things American. If this coun- 
try had deliberately selected a means of 
propaganda for spreading favorable opin- 
ion for itself in China, it could not have 
chosen a more effective medium. We are 
all very grateful for this magnanimous act. 

“A further result is, too, that the edu- 
cational system of my country, insofar as 
it has progressed, is being modeled on the 
American plan. Of course, much remains 
to be accomplished along educational lines, 
but before the fullest results can be ob- 
tained and the great mass of China’s 
population of more than four hundred 
million people located in the interior 
brought under the influence of the educa- 
tional systems and their services fully 
utilized for the purposes of commerce and 
industry, transportation facilities must be 
more widely provided. 

“China, however, possesses today an 
almost limitless supply of cheap labor 
This in itself makes the industries which 
have already been established enormously 
profitable. As an indication of this, tex- 
tile mills that have been established are 
paying dividends as high as 200%. In 
this country, I understand that an indus- 
try paying’ as high as 25 or 30% is com 
sidered very excellent. This is but an 
example of the profitable epportunities 
American capital will find for itself by 
participating in the industrial develop- 
ment of China. 

“China is a country of unlimited raw 
materials and opportunities. The United 
States is an industrial country possessing 
large financial resources. American 
money, American brains and American 
machinery will find .a hearty welcome 
awaiting them in China.” 

Mr. Lao is a graduate of Lehigh Uni- 
versity, and himself a firm friend of the 
United States. He represents the younger 
China, who, after obtaining their educa- 
tion in the United States, have returned 
home to take a leading place in commerce, 
finance and industry. He is now in the 
United States to establish an American 
branch for the Bank of Canton, Limited. 
This will be the first branch in the United 
States to be opened by any Chinese bank. 
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Czechoslovakia 


a) 


Present Strong Position Based on Conservative Financial Policy—Condition of the Banks 


Editor’s Note: This is the thirteenth of our “New Prosperity” series dealing with the financial and 


industrial position of the countries of the world. 
through the courtesy of the Commercial Division of the Czechoslovak C 


It is based on official data pplied us exclusively 





late General. Throughout, 





the article is expressed in the Czechoslovak crown, the normal par value of which is 20.3 cents, American 
money, but which is actually worth approximately 1.30 cents, American money, at the current rate of 


exchange. 


HE Czechoslovak Republic grew out 

of what used to be Austria-Hungary. 
The old Hapsburg Empire represented 
two states, Austria and Hungary, which 
remained reduced to their proper na- 
tional boundaries. Of the remaining 
states, originating from former Austria- 
Hungary, only 


about Austria-Hungary should not be for- 
gotten by those who maintain that it was a 
mistake to dismember the old Empire. 


Imperial Austria was founded on a 
patently unjust economic system. Very 
few statistics are necessary to show what 
unfair burdens the Austrian Government 
saddled upon its non-German subjects. 


Czech countries, constituting only about 
35% of the total Austrian population, were 
forced to pay 60% of the food tax. In 
1900, the Czech countries paid 518,000,000 
crowns into the state treasury, and of this 
sum hardly one-sixth was spent in the 
Czech countries, the remainder being used 
for the benefit of other Austrian provinces. 

The Czechoslovak 
Republic, consisting 





Czechoslovakia and 
Poland are new 
states so far as mod- 
ern times are con- 
cerned, but they, 
too, existed in the 
past, their independ- 
ence having only 
temporarily been 
suppressed. 

The territorial re- 
arrangement and the 
restoration of Cze- 
choslovakia as an in- 
dependent state, after 
the collapse of the 
Hapsburg Enpire, 
was at first viewed 
in some circles with 
considerable appre- 
hension and doubt; 
but the evolution of 
this state, during the 
three years of its 
existence, has proven 
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of Bohemia, Mo- 
ravia, Silesia, Slo- 
vakia and Carpa- 
thian Russia, has 
an area of 54,000 
square miles, and a 
population of 13,- 
595,000. Among the 
European states, 
Czechoslovakia 
ranks as fourteenth 
in point of area and 
tenth in population. 
The density of the 
population, 247 per 
square mile, is 33% 
greater than in 
France. Czechoslo- 
vakia is larger in 
size than Switzer- 
land, Denmark, Bel- 
gium, or the Nether- 
lands. 


Currency Reform 
(Carried out according 
to the plans of Dr. 
A. Rasin, the First 

















that these fears were 
groundless. 

The dismemberment of the Hapsburg 
Empire was inevitable. It was impossible 
to keep the old Austro-Hungarian Empire 
together any longer. It was an artificial 
state, a “survival of medieval times” as 
President Masaryk once stated. It was 
held together by brutal military force and 
it was bound to break down as soon as the 
nefarious military and police force sys- 
tems were broken down. These facts 
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Note, for example, that in 1914, the Bo- 
hemian countries had to pay 45,000,000 
crowns in direct state taxes while the rest 
of Austria paid only 26,000,000 crowns; 
that is to say, the Czechs were compelled 
to pay 4.34 crowns per head, whereas the 
average for the rest of Austria was 1.75 
crowns per head. Similar injustices were 
present in direct taxation. In 1911, for 
instance, the 10,000,000 inhabitants of the 


Minister of Finance.) 


After the estab- 
lishment of the Czechoslovak State 
on October 28, 1918, one of the most 
important tasks of the new Min- 
istry of Finance was the creation of a 
Czechoslovak currency. For this purpose 
all the Austro-Hungarian bank notes, then 
in the Czechoslovak territories, were pre- 
sented and special stamps affixed to them. 
This was at the end of February, 1919. 
Fifty per cent of the bank notes were.re- 
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tained in order to restrict the amount of 
currency in circulation. Simultaneously, 
50% of the check accounts and treasury 
notes in the branches of the former Aus- 
tro-Hungarian bank in the Czechoslovak 
territory were retained and also 50% of 
the deposits in all other banks. Part of 
the retained bank notes, etc., were re- 
turfied later on to their owners (especially 
to the poorer population) and the rest 
credited to their owners as a 1% Govern- 
ment Loan, with the understanding that 
the proposed property tax would be paid 
by titles to this loan. 

The total of the currency thus presented 
amounted to 9,552,000,000 crowns of 
which 2,781,000,000 crowns were retained. 

The stamped bank notes were exchanged 
against state notes in Czechoslovak crowns 
as soon as these were printed. All the 
bank notes of the former Austro-Hunga- 
rian bank thus collected, became an asset 
of the Czechoslovak State against the 
liquidation of this bank and figure on the 
asset side of the statements of the Bank- 
ing Department of the Ministry of 
Finance. The state notes issued against 
them and the 1% Government debt from 
the retained bank notes, check accounts 
and treasury notes are charged as liabili- 
ties. According to this, the amount of 
currency in circulation, which need not be 
secured by commercial paper or collateral, 
is 6,741,000,000 Czecho crowns. All the 
currency circulating in excess of this 
amount must be secured by commercial 
paper or collateral. 

From the very beginning, it has been 
the unswerving policy of the Czecho- 
slovak Ministry of Finance to issue no 
uncovered currency and it is absolutely 
forbidden to the Banking Department 
of the Ministry of Finance to lend to 
the state, either directly or indirectly. 

The temporary disadvantage of this sys- 
tem lay in the great increase in taxes which 
it necessitated. It meant heavy tax bur- 
dens for all the Czechoslovak people; and 
it put Czechoslovak industry at a serious 
disadvantage in its competition with the 
less heavily taxed industries of neighbor- 
ing states. 

However, subsequent events have proven 
that the policy of the Ministry of Finance, 
bulwarked by the thrift and energy of the 
people, was wisely conceived and has been 
wisely carried out. Today, the states 
surrounding Czechoslovakia, whose 
money presses have been working over- 
time, are faced by very heavy liabilities 
and their currency has depreciated to a 
considerable extent; while Czecho in- 
dustry is strongly established, its cur- 
rency value is far less depreciated, and 


there is a decided likelihood that Czecho 
taxes will be capable of being reduced 
relatively soon. 

The government proposes to endow the 
banking department of the Ministry of 
Finance with 100,000,000 crowns yearly 
for the purpose of stabilizing and gradu- 
ally improving the rate of exchange of 
the Czechoslovak crown. 


Banking Department of the Ministry of 
Finance 

The functions of a Note Bank are per- 
formed provisorily by the Banking Depart- 
ment of the Ministry of Finance, estab- 
lished in March, 1919. All the branches 
of the former Austro-Hungarian banks in 
the Czechoslovak territory were taken 
over into this organization. It is directed 


pecially its currency and credit opera- 
tions. It determines the condition of busi- 
ness transactions in general, the extent of 
the different lines of banking business, the 
discount rate of the Banking Department 
for discounting, lombarding, treasury 
certificates and the amount of the afforded 
credits ; it fixes the cost of precious metals 
and the extent of the loans on precious 
metals and bills of exchange, etc. 

The banking department is allowed to 
perform the following business transac- 
tions: discount of bills of exchange, com- 
mercial papers and coupons; to accept de- 
posits against treasury notes and check 
accounts ; to cash bills of exchange, checks, 
certificates, commercial papers, etc.; to buy 
bills of exchange and checks; to create or 
buy claims abroad; to accept or make 
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THE BUDGET FOR 1921. 


Ministry for the Unification of ¢ the ‘Administration | 


Expenditures 


099,601 
604,080,758 
1,557,853,418 
20,627,960 


285, 061, 181 
214,638,602 
992,931,381 
693, 176,748 
38,542,126 
87,891,717 
1,756,538 
101,650,000 
361,073,000 


13,841,738,127 





14,129,919,550 











by the Minister of Finance, either di- 
rectly or through the so-called Bank Com- 
mittee. 

In addition to its service as a govern- 
mental office, the Banking Department is 
a public institution performing credit 
operations. It regulates the circulation 
of currency and is bound to issue the pre- 
scribed weekly statements. As _ stated 
above, the Banking Department of the Min- 
istry of Finance is directed by a Banking 
Committee having ten members, headed 
by the Minister of Finance. The member- 
ship is honorary and the members are 
nominated by the Minister of Finance. 
The Banking Committee is an Advisory 
Board to be consulted in all questions con- 
cerning the finances of the State and es- 


payments abroad; to buy and sell gold and 
silver in bars, coins, and foreign paper 
money, It may also give .lombard loans 
on certain guarantees. 

The statement of the Banking Depart- 
ment of the 30th of June, 1921, is shown 
in a separate tabulation. 


Budgets 

As Czechoslovakia was declared an in- 
dependent state some two months before 
the end of the year 1918, the government 
decided tc follow the Austro-Hungarian 
budget for the Czechoslovak territories 
until the end of that year. A provisory 
budget was then enacted for the first half 
of 1919; and the first regular budget for 

(Continued on page 572) 











ASSETS. 


Claims against the Bank of Austria- 
Hungary; cash in retained notes 
of the Austro-Hungarian Bank.... 

Retained check accounts and treasury 
notes of the A. H. Bank 


Loans on commercial pa: 

Claims abroad and hy of foreign currency. 
Purchases of precious metals 

Redeemed notes of the metal loan 








STATEMENT OF THE BANKING DEPARTMENT AS OF JUNE 30, 1921. 


(000 omitted) 


Remainder of the retained Austro-Hungarian 


Bank notes 


State notes in circulation 
Deposits on check accounts: 


Regular accounts 


Payments of Property Tax 


Unmovable deposits 


Treasury certificates in circulation 


Other liabilities 





14,958,638 


LIABILITIES. 


— 8,595 
+627, 676 


—143, 356 
+ 11,206 
— 8,207 
+ 4,948 
— 6,128 


485,634 


11,167,515 


789,405 
420,493 
429,241 
247,497 
667,289 





14,958, 638 
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The Public Utility Market 


Features of Current Dealings 
By P. J. RUSSELL 


O some extent the improved operating 

conditions of the public utility indus- 
try have been reflected by a betterment 
both in the price and the demand for secu- 
rities of public utility companies. 

As yet, however, it cannot be considered 
a surety that the improvement in the prices 
of various utility company stocks has dis- 
counted the enormous and fundamental 
change which has transpired since com- 
modity price levels first started on their 
downward trend a year or so ago. 

Insofar as the effect of commodity prices 
go, the public utility companies can be set 
down in that group of companies known 
as “buying organizations.” As such their 
income, as well as their ability to pay a 
return on the investment in the property, 
is directly affected by shifting costs of 
commodities. For the period of the war 
and the world-wide inflation which fol- 
lowed the culmination of hostilities, the 
public utility companies were adversely 
affected by constant increases in the costs 
of every necessary material as well as 
labor used in the business. 


_Drop in Costs 


With the burst in the bubble of inflation 
came prospects for better times for the 
utility companies, no longer competing 
with organizations of every character for 
materials and- men. Perhaps the most 
significant trend of the times is found in 
the recent reduction of six cents a gallon 
in the gas oil price for plants located in 
New York City. On this one item of gas 
oil alone the gas manufacturing companies 
of Greater New York will effect a saving 
of approximately $15,000,000 a year, based 
on their consumption of 256,000,000 gallons 
of oil annually. 

In many other lines, the utility com- 
panies are finding lower costs although it 
cannot be said that the coal bill, a big 
factor with electric and traction companics, 
has as yet shown any appreciable drop. 

It can be readily seen that if the gas 
companies operating in New York City 
can save at the rate of $12,000,000 annually 
by a cut in the price of oil, that the hun- 
dreds of gas properties throughout the 
country are also effecting tremendous sav- 
ings in operating expenses. Further drop 
in this item of cost can be looked for 
when it is considered that as recently as 
1914 the gas oil costs in New York City 
were but a little more than three cents 
a gallon, delivered at the works, which 
compares with the present reduced price 
of a little over six cents a gallon. 


Labor’s New Attitude 


A second important item, affecting all 
companies alike, is the matter of labor. 
The utility companies, faced by fixed rates 
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which did not permit inflation of income, 
were competing with all kinds of indus- 
trial organizations handling war business 
at big prices on the one hand and a benevo- 
lent government administration of rail- 
roads and shipyards on the other, with re- 
peated and large increases in wages. Thus, 
the companies could not advance rates of 
pay as rapidly as others and were forced 
to take inferior help as well as pay out 
wages which put big dents in the income 
account. 

This situation has changed materially. 
Perhaps the best instance of this is found 
in the recent vote by employes of the In- 
terborough Rapid Transit Co. (N. Y. 
City’s subway lines) accepting a reduction 
in wages. For two or three years past 
New York City has been treated te an 
annual strike for higher wages by the em- 
ployes of the Brooklyn Rapid Transit Co. 
Up to the 1920 strike the men were s:c- 
cessful but last year they lost out—-but the 


company lost close to $1,000,000 as the 
cost of beating the strike. This year the 
company is going to put in a cut in wages 
and strike talk is about as scarce as jobs 


New Offerings Quickly Absorbed 


The fundamental character of the public 
utility business, performing a vital servic« 
to communities all over the country, is 
apparently being recognized by investors. 
Recently several good-sized offerings of 
sound public utility companies have been 
taken with ease by the investment public 
This is an indication that investors are get- 
ting back to the old-time habit of pur- 
chasing issues of sound companies in the 
utility field, a habit born of knowledge that 
the utility business shows constant growth 
over a period of years, reflecting as it does 
the growth of the entire country. 

Probably no better illustration of the im- 
proved sentiment of investors towards 
utility securities can be offered than the 








American Gas & Elec, com. ($50 par) .. 
American Gas & Elec. pfd ($50 par) 


American Light & Traction pfd.. 
American Power & Light com................ 


American Public Utilities com......... 


Carolina Power & Light 


Elec. Bond & Share pfd...... 
Federal Light & Traction com.. 
Federal Light & Traction pfd. 
Middle West Utilities com. 

Middle West Utilities pfd. ; 
Nor, Ont, Light & Power com... 
Y Nor, Ont. Light & Power pfd 


Pacific Gas & Elect. pf 


Standard Gas & Elec 


*10% cash; 4% stock. 
?Based on current payments. 
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Adirondack Power & Lt. com..:................ 
Adirondack Power & Lt. pfd................... 





American Light & Traction com............... ’ 


American Power & Light pfd.................. 
American Public Utilities pfd.................. 
American Water Works & Elec. com........... 
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. com 
Standard Gas & Elec. pfd. ($50 par) .......... 


United Light & Railways pfd................... 
eS See ae 


Annual 

dividend Recent Recent 

ratet Bid Asked 

- 9 10% 
7% 69 72 
14* 106 108 
6 387% 39 
dus ekaweesed gee 90 92 
bevenietedete 6 79 81 
ecneentnens 4 56 59 
shuts Cadekos 6 65 68 
ee ae és 7 10 
etevenreee ; oe 17 20 
siennwe es és 3% 4 
sthnhnoonente 8% 9 
séubecoduneee 7 47 49 
a 27 30 
oweiinncenes 5 7 
seedeveess 7 35 40 
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aes sh: shai 1 $15 (steck scrip) § 117 120 
eon ee $6 (cash scrip) 44 46 
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VerVisdivess 8 33 34 
wceeveslevees is 1 
bubdebe oe end ” 3 5 
winiyeiyie's ¢'0's'e’> ot 20 22 
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record of the major utility stocks on the 
New York Stock Exchange during the re- 
cent declining market. In this class, par- 
ticularly, are such stocks as Consolidated 
Gas, Brooklyn Union Gas and Peoples Gas 
of Chicago, as well as the North American 
Co. 


Current Features 
Consolidated Gas has been one of the 


features of the security markets, being firm . 


while stocks of other types of organiza- 
tions have been going through a severe 
period of depression. “arlier in the year 
Consolidated Gas got above 91 and in re- 
cent days has been selling within five points 
of the top pr’ce. 

Strength in the stock is not alone at- 
tributable to the better feeling toward pub- 
lic utility securities but largely because of 
its splendid record for dividend payments. 
All through the trying war period of high 
costs and a fixed gas rate Consolidated 
Gas continued its $7 annual dividend. It 
has now come to a point where its litiga- 
tion for a change in the rate will come 
before the Supreme Court in the fall and, 
if decisions in the low courts have any 
bearing, the objectionabie New York State 
law fixing 80 cents as the maximum rate 
appears tc be doomed forever. Mean- 
while, lower costs permitred Consolidated 
Gas to lower 1ts temporary rate of $1.50 
o $1.25. 

Brooklyn Union Gas, likewise, has been 
firm in the market to date this year, being 
juoted close to 70 compared with a low ot 
around the 45 level late last year. Its 
position, as regards litigation, 1s similar 
to Consolidate Gas, but the company has 
not paid any dividends in the last three and 
yne-half years. Resumption of payments 
is looked for as soon as the litigation is 
settled. 

Peoples Gas of Chicago is another of the 
yutstanding utilities which had an ex- 
tremely favorable investme.:t rating before 
war costs drought about tke remission of 
lividend payments and deficits from opera- 
tions. The position of this company has 
not only Seen helped by lower costs but 
also by favorable ruling of the Ullincis 
Commission. This was to the effect that 
the company should have a rate of $1.15 
which would permit earnings cf 734% on 
$85,000,000 property value, which the com- 
mission found engaged in’ the business. Al- 
lowing for usual interest charges, etc., it 
is estimated that Peoples Gas should re- 
turn profits equal to $10 a share on its 
$38,500,000 capital stock in the current 
year, based on the above rates. 

Here again is found the returning m- 
terest of investors to utilities. Peopies 
Gas, at the time of this writing, the second 
week of August, was selling at 53, within 
4% points of its 1921 top figure and about 
20 points above the low of 33%, made 
earlier in the year. 


New Hope for the Tractions 


The rather helpless position of the trac- 
tion companies in Greater New York ap- 
pears more hopeful of being determined 
on a sound basis than at any time hitherto. 
This expectation is based on the new state 
law providing the creation of a transit 
commission to look into the traction situa- 
tion and provide a cure for the ills. This 
commission is already functicning on the 
initial phases of its work. 

One of the expected results in the im- 
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provement in the utility situation is the 
effecting of numerous mergers by com- 
panies operating in adjoining localities. 
Several of these are already under way 
with the usual saving to be vbtaired by 
the tying up of different operating plants 
into one system and the elimination of the 
more isolated and obsolete plants. 

From various points throughout the 
country come reports of a well sustained 
demand for gas and electricity, notwith- 
standing lessened activities in many manu- 
facturing districts. The big point with the 
electric and power companies, like that 
of the gas companies is the lowcring 
of operating expenses resulting for cheaper 
commodities. 

Latest earnings statement of the Pacific 
Gas & Electric Co., the big public utility 
organization on the Pacitic Coast, show a 
substantial improvement in earnings :n the 
first five months of 1921 over the same 
period of last year. Notwithstanding a 
decrease in the electrical surcharge of from 
15% to 6%, gross receipts showed a gain 


of better than $2,500,000, or about 20%, 
over the $13,620,745 report for the period 
to May 31 of last year. 

The best feature of the report, how- 
ever, was the fact that close to one-half 
of this betterment of gross revenues was 
conserved for profits. To be exact, the 
figures showed an improvement of $1,126,- 
280 while the baiance for the stock, after 
preferred dividends, was $239,086, or 25%, 
better than the $945,975 shown for the first 
five months of 192i. 

Consumers Power Co. (Michigan), is an- 
other which is reporting an improvement 
in distribution of gas and electricity which, 
earlier in the year, had been rather small. 
The company has added 15,000 consumers 
to its lines suvce a year ago which should 
be ‘reflected over a jeriod of time in in- 
creased demand for gas and electricity. 

On the whole the outlook for the 
utility companies, particularly those of 
sound structure and efficient manage- 
ment, appears brighter today than it 
has been for nearly a generation. 





Power and 


the Pacific 


Ten-Year Program of One Company 


By JOHN A. BRITTON 
Vice-President, Pacific Gas and Electric Company 


HE Pacific Gas and Electric Com- 

pany now ranks as the second 
largest gas and electric company in point 
of volume of business in the United 
States. It furnishes service to over 574,- 
000 consumers of gas, electricity, and 
water, serving 1,909,000 total population 
in thirty-six of California’s Counties. It 
operated twenty-four hydro - electric 
plants, four steam electric plants, twenty 
gas plants, and forty-four miles of Street 
Railway. The length of high tension 
transmission lines owned and operated by 
this company totals over 3,300 miles and 
covers the greater part of northern and 
central California. Practically the en- 
tire portion of the great Sacramento 
Valley, the northern half of the San 
Joaquin Valley, and the metropolitan 
center around San Francisco Bay are in- 
cluded in the territory served by this com- 


pany. 


To meet the needs of the future re- 
quires broad vision and comprehensive 
planning. The Pacific Gas and Electric 
Company intends to supply the demands 
of its consumers and believes its pros- 
perity and that of all parts of the terri- 
tory it serves is dependent upon an ample 
power supply. 

But only by the economic and timely 
development and transmission of addi- 
tional hydro-electric supply 
electric energy in dependable quantities 
will this company be in a position: 

1. To meet the actual energy demands 
to come upon it in the future; 

2. To improve existing operating con- 
ditions ; 

3. To produce energy at a minimum 
cost. 

The past growth of this company may 
be expressed in figures as in Table I: 

(Continued on page 580) 
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TABLE I. 
Kilowatt Hour Output from Steam and Hydro 1911 to 1920 Inclusive for Pacific Gas and 
Electric Company and Companies now Consolidated with it. 
— Millions in K,. W. H. and I 5 Steam in 
% % 

Ine. Steam Inc Total Ino of total 

“i 109.6 oa 726.7 Se 15.1 

5.7 118.8 8.4 771.0 6.1 15.4 

£4 191.6 61.3 859.4 11.5 22.3 

17.7 111.6 Decrease 41.7 897.6 4.4 12.4 

4 191.8 71.8 981.1 9.3 19.5 

10.8 172.3 Decrease 10.2 1046.8 6.7 16.5 

6.1 213.3 23.8 1141.6 9.1 18.7 

5 3.1 807.4 4.1 1264.9 10.8 24.3 

1919 . 917.8 Decrease 4.1 426.2 38.6 1844.0 6.2 31,7 

1920 987.8 - 726 487.9 14,5 1475.7 9.8 33.6 
Total incr. 870.7 60.1 378.3 345.2 749.0 108.1 
Ann’! inor. 5.4 18.0 8.2 
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Gas Stocks As Investments 


HE voluntary reduction by the Con- 

solidated Gas Company of New York 
in the price of gas from $1.50 a thousand 
cubic feet to $1.25, effective on the first 
of August, calls attention to the vast im- 
provement that has taken place recently 
in the status of the public utility con- 
cerns, particularly the gas and electric 
companies. The reduction followed the 
announcement made last May that the 
company expected to fill its gas oil re- 
quirements at a price of 6 cents a gallon, 
as compared with a contract price of 12% 
cents a gallon en- 


Their Improved Status 
By H. Il. PERRINE 


companies, instead of showing a satisfac- 
tery net income, reported fair-sized defi- 
cits. Where before the war an operating 
ratio of 60% was considered high, during 
the war period a ratio of 80% was not 
uncommon and few concerns could operate 
at below 70% of gross. 

During the past few months, however, 
there has been a decided turn for the bet- 
ter and present indications point to much 
better times for the utility concerns. 
Lowering commodity prices have played 
havoc with industrials, but have operated 
in favor of utilities, especially the gas and 
electric companies. The period of busi- 


in the manufacture of gas, namely, coal 
and oil. Before the war coal could be 
obtained at a cost of approximately $3.25 
a ton. In 1919 and 1920 the price had 
risen to around $12 and $15 a ton. Now 
there is an ample supply in the neighbor- 
hood of $3. Similarly with gas oil, which 
rose from 3 cents a gallon before the war 
to 12% cents in the early part of this year, 
and which has now reacted to 6 cents. 
The savings in these two items alone are 
enormous and are more than sufficient to 
offset whatever decrease in consumption 
may be brought about as an economy 
measure. These changed economic con- 

' ditions are cer- 
tain to be re- 





tered into during 
the early part of 
the year. This 
cutting in half of 
one of the most 
important items 
that enters into 
the manufacture 
of gas illustrates 
clearly the radical 
reductions that 
have taken place 
all along the line 
in the operating 
costs of gas and 
electric compa- 
nies and indicates 
what the future 
holds in store for 
these properties 
in the way of in- 
creased earnings. 
Many investors 








flected in greatly 
improved earnings 
for gas compa- 
nies and should 
ultimately find 
expressionin 
higher quotations 
for the securities 


concerned. Gas 
companies have 
no large inven- 


tories to write off, 
as has been the 
case with indus- 
trials, the demand 
for their product 
has been increas- 
ing rather than 
decreasing and 
they have recent- 
ly been accorded 
more liberal treat- 
ment on the part 
of public service 
commissions and 
the courts as far 
as increased rates 
are concerned. 








have realized the 
changed _ condi- 
tions surrounding 
such companies 
and the market 
action of their securities clearly indicates 
that a steady accumulation has been going 
on. 


War Handicaps 


All through the war period it will be 
remembered, public utilities as a class, 
along with the railroads, had been handi- 
capped by abnormally high operating costs 
in the face of stationary gross earnings. 
While industrial companies generally were 
reaping the benefits of the high prices ob- 
tained for commodities, utilities and rail- 
roads were struggling with the high costs 
of materials and iabor and were handi- 
capped by the laws restricting increases in 
fares and rates. As a consequence op- 
erating costs in many cases mounted so 
rapidly that whatever gains took place in 
gross earnings were frequently more than 
absorbed by increased expenses, and many 
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ASTORIA LIGHT, HEAT & POWER CO. 


Astoria, Long Island 


Airplane view of the Consolidated Gas Co.’s Astoria plant, showing the new unit 
constructed in 1920, and the start of the second 15,000,000 cubic feet holder. 


ness depression through which we have 
been going has brought about heavy de- 
creases in industrial earnings and has 
forced many dividend suspensions. Earn- 
ings of utility concerns, however, have not 
been adversely affected since people must 
use light, heat and gas in times of de- 
pression as well as in times of prosperity. 
At the same time the drastic decline in 
the price of oil, the reduction in the cost 
of coal, the lower price of labor and the 
increase in the efficiency of same have so 
lowered the cost of operation that greatly 
increased net results have been made pos- 
sible. 
Two Important Reductions 

To show the effect of the lower com- 
modity prices on the operating costs of : 
gas companies, it is only necessary to 
point to the big saving that is effected inj 
two of the most important expense items 


All things consid- 
ered, it would ap- 
pear that the se- 
curities of gas 
companies as a 
class are in as favorable a position 
as any group and should give a 
good account of themselves during the 
balance of this year and the early part 
of 1922. While the benefits to be derived 
from the changed conditions may not 
show in this year’s earnings, the results 
of next year’s operations may be looked 
forward to with considerable confidence. 
With this thought in mind, we give below 
. brief analyses of a few companies: 


Consolidated Gas Co. of New 
York 


This company directly and through its 
subsidiaries controls practically all the gas 
and electric lighting business in the 
Borough of Manhattan and a large part of 
the business in the boroughs of Queens and 
the Bronx and in Westchester County. 
A conservative estimate would place the 
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number of people served by its facilities 
at over 4,000,000, 

The company has occasioned consider- 
able comment recently as a result of the 
litigation over the rate charged for gas and 
the decision handed down by the United 
States District Court in August of last 
year permitting a rate increase of 50% 
was looked upon as a step in the right 
direction. Since 1906 the rate chargeable 
for gas in Manhattan and the Bronx had 
been limited by law to eighty cents per 
thousand cubic feet. In August of 1920 
the court enjoined this rate as confiscatory 
and permitted the company to collect $1.20 
per thousand. The case is now on appeal 
to the Supreme Court of the United States 
and comes up for final argument in 
October. In view of the fact that the 
80-cent rate has been regarded as confisca- 
tory in most of the cases where it has 
been argued, it is felt that the outcome 
will be entirely satisfactory. A rate ot 
$1.20 will enable the company to restore 
its former earning power and should be 
teflected in much higher prices for the 
companies’ securities. 

Consolidated Gas, along with all other 
utility concerns, has been affected in re- 
cent years by the rising costs of operating 
and since no relief was afforded in the way 
of increased rates the earnings record has 
been far from satisfactory. The company 
has been able however to maintain the 7% 
dividend on its capital stock and thus to 
keep good its record of having paid divi- 
dends on its stock continuously for over 
thirty-five years. Now that the period of 
depression has been passed, and that the 
company can look forward to a period of 
equitable rates and lowering operating 
costs there is every reason for security- 
holders to feel gratified over the outlook. 

The company’s capital stock consists of 
an authorized issue of $125,000,000 of 
which $100,000,000 is outstanding. In addi- 
tion there are outstanding two bond issues 
of $25,000,000 each, one a 7% bond due in 
1925 and the other an 8% note due in De- 
cember of this year. The latter issue was 
put out in December, 1920, and the pro- 
ceeds of the same were used largely to 
liquidate floating indebtedness incurred in 
connection with the company’s construction 
program. The 8% notes are now selling at 
a slight premium, while the 7% bonds are 
selling around 102 to yield about 6.45%. 
Both are sound investment issues and are 
well regarded by investors. 

The stock is now selling around 88, 
which is not far from the high of the 
year. In last year’s market it touched 
a low of 713%, but in view of the im- 
provement that has taken place in the 
company’s affairs it seems extremely 
unlikely that this figure will be dupli- 
cated. In fact the outlook is so favor- 
able that it would not be surprising to 
see the price reach par. 


Columbia Gas & Electric 
Company 

This company was incorporated in 1906 
as a holding corporation and controls either 
directly or indirectly all the gas and elec- 
tric light business of Cincinnati and near- 
by municipalities in Ohio and Kentucky. 
The population served approximates 
600,000. The company also controls the 
United Fuel Gas Company, which owns 
leases on approximately 480,000 acres of 
oil rights and 1,000,000 acres of gas lands. 
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Oil and gas wells have been drilled on 
these lands and production from the same 
has been very satisfactory. It is expected 
that as time goes on these land holdings 
w:'l increase greatly in value and will 
bring in much additional revenue. The 
United Fuel Gas Co. now has in operation 
eight gasoline production plants, from 
which a supply of casinghead gasoline is 
being produced. 

Earnings of the company have shown 
a progressive increase year by year 
since 1914 and a substantial surplus has 
been built up. In the 1920 year the 
equivalent of $9.68 was earned on each 
share of stock outstanding, while at the 
present time it is estimated earnings 
are running not far from $10 per share. 
The current dividend rate on the stock 
is only 6%, so that there is an ample 
margin of safety. 

The company has outstanding capital 
stock to the amount of $50,000,000 and 
two 5% bond issues maturing in 1927, one 
a first mortgage obligation and the other 
a debenture. The latter is a small issue 
of approximately $2,500,000 while the 
former is outstanding to the extent of 
about $11,000,000. Both are amply pro- 


While earnings of the company have 
been affected recently by the industrial de- 
pression which has fallen particularly 
heavy upon Pittsburgh and vicinity, re- 
sults are still very satisfactory and are 
sufficient to more than take care of the 
dividend requirements on the stocks. The 
companies’ activities are so varied that a 
falling off in any one or two departments 
does not materially affect the earnings as 
a whole and this has been a big factor 
in the net result. For example earnings 
of the gas department have declined this 
year due to the lessened industrial activity 
in Pittsburgh but this has been offset in 
part by increased sales of electricity re- 
sulting from larger plant capacities. Then 
too, lowering commodity prices have 
played their part in increasing earnings 
through reduced cest of operation. Earn- 
ings of the Pittsburgh Railway Company 
can be eliminated in considering the out- 
look for the Philadelphia company since 
the latter has never received any return 
from this investment. Any turn for the 
better in that situation will, however, re- 
flect to the benefit of the holding company. 

Philadelphia company has outstanding 
a total funded debt of around $40,000,000 
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REPRESENTATIVE GAS SECURITIES 
STOCKS. | 
Recent Price range Price range High 
price 1921 1920 1916-1919 
Columbia Gas & Electric 54), 63 —52 68',—50 69 
Consolidated Gas ..... 88 91%—77% 98%—71% 144% 
Philadelphia Co. ...... 3014 3544—28% 423%,—30', 47% 
Philadelphia Co. 6%, Pfd 321, 4 —3l 361,—29 Hy 
BONDS. 
Recent Yield ——Price range —. 
Maturity Price % 1 1920 
Columbia Gas & Elec, ist 5’s.. 1927 85% 8.40 89',—80', eo —80 
Consolidated Gas Conv, 7’s...... 1925 101% 6.45 108 —98% 102 04 
Phin. Go. Bat GS 2... cccccesess 1949 91 5.65 oe —87% 100 89 
Phila. Co, Cons. & Coll. Tr. 5's. 1951 77% 6.75 824%4.—77% 80%4—T70 
United Gas & Elec, Corp. 6’s.... 1945 6314 10.05 69 —62 62145214 
Consolidated Gas @'s ........... 1921 100% 7.25 lol —98% 100 —97% 
— — = 




















tected from the standpoint of property and 
earnings. The first mortgage 5’s are now 
selling on about an 8.40% basis, and con- 
stitute an attractive purchase. 

The stock, paying 6% dividends is cur- 
rently selling at around 54. At that figure 
it yields a very attractive return and has 
good speculative possibilities. Last year 
it sold as low as 50, but it since recovered 
to a high of 63 this year. 


Philadelphia Company 

The Philadelphia Company was organ- 
ized in 1884 and owns or controls an ex- 
tensive gas producing and distributing 
system in Pennsylvania and West Vir- 
ginia, furnishing the greater part of the 
entire gas supply of the city of Pitts- 
burgh. It also controls through stock 
ownership the electric railway system in 
Pittsburgh and vicinity. It also controls 
the Duquesne Light Company which does 
practically all the commercial electric light 
and power business in Pittsburgh and in 
the greater part of Allegheny and Beaver 
counties, Pennsylvania. 


of which the consolidated and collateral 
S’s of 1951 ‘make up approximately 
$14,000,000. Interest on all the company’s 
bonds is being earned by a substantial 
nargin and they are entitled to a good 
rating among utility bonds. There are 
three classes of stock outstanding; a com- 
mon issue of $42,943,000; a 6% cumulative 
preferred issue of $14,531,150 and a 5% 
non-cumulative preferred issue of $1,442,- 
450. All of these have a par value of 
$50. Dividends on all three classes are 
being earned by a good margin. Last 
year there was left available for the com- 
mon, an amount sufficient to take care of 
twice the annual dividend payments of 
6%. This year earnings will be much 
less, but from present indications the 
surplus for the common will be more than 
sufficient to meet the dividend require- 

ents. The common shares are now 
selling around 30 to yield 10% on the 
investment. In view of the improved 
outlook for the company, it would seem 
as though a much higher selling level 
was justified for these shares. 
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American Light & Traction Co. 





An Old Favorite © 


VEN to those industrial corpora- 

tions, which prospered greatly, the 
echoes of the “war boom” are not as 
pleasant as they might be, but with 
the public utilities the “war boom” had 
from the beginning a hollow sound. 
Everyone who has followed the course 
of the securities market in even a casual 
way is familiar with the decline in the 
shares of the public utilities companies, 


Its Outlook 
By JOHN MORROW 


which are engaged in the gas business. 
The four leading subsidiaries are the 
Detroit City Gas Company, Grand 
Rapids Gas Light Company, Milwaukee 
Gas Light Company and San Antonio 
Public Service Company. Other sub- 
sidiaries serve such cities as Bingham- 
ton, N. Y.; Madison, Wis.; Muskegon, 
Mich.; St. Joseph, Mo., and several 
other smaller municipalities in New 
Jersey and Wisconsin. 

In all, the nine gas companies con- 











and this fall in market value hit all trolled by American Light serve a 
EARNINGS RECORD 
AMERICAN LIGHT & TRACTION 
Earned on Common Stock 

Total Income (Per Share) Div’s Paid Surplus 
ree ee . 714,960 $22.32 $1,478,880 1,942,035 
DS Sova canencaacsacedeeameus 4,555,155 24.62 682,645 2,534,947 
i <0 so SuanuGenens Veena 5,295,238 25.66 1,801,797 2,992,05 
onvnc eg inedsqeeeeennen 4,345,215 20,98 1,986,968 2,182,241 
SD disiaio'n'e huiXeine oc 0 deena 8,732,941 14.438 2,190,890 970, 
D.. sande scatednech deekaaeeeien 3,355,056 18,61 2,416,637 872,053 
DUS cnckea dessus d-cuiteneese 2,462,565 8.35 1,843,189 554,779 




















kinds of public utilities, whether trac- 
tion, power or light corporations. 


The road back home may be a long 
one, but underlying sentiment is much 
more favorably disposed than it was 
towards the public utilities. It is com- 
mon sense to realize that reductions in 
the cost of labor and in prices of ma- 
terials are going to make a big differ- 
ence to these companies. Cynics may 
arise to ask “What about the State 
Commissions” when operating costs of 
the public utilities are reduced and the 
margin of profit begins to look like a 
rosy cheeked lad instead of like a 
famine sufferer. The argument is that 
the commissions are likely to bring 
down rates, and thereby remove the 
rosy tint from the public utilities out- 
look. Grant that these adjustments 
may be made. Before the war there 
were public utilities companies which 
got along very nicely under Commis- 
sion regulation, made a good living, and 
if ever the margin between rates and 
costs approach normalcy, there is no 
reason why well managed companies 
with prosperous territories should not 
again show comforting earnings. 

A guess might be ventured that even 
regulated State Commissions have a 
broader view than they had five years 
ago, and have received an education 
which ought to help in adjusting future 
rates. 


Light & Traction History 


An old favorite among the public 
utilities whose stock has fallen fron? 
its previous high estate is the American 
Light & Traction Company, a holding 
corporation controlling some fourteen 
operating subsidiaries, the majority of 


534 


population of about 2,000,000 people, 
whereas the four electric companies 
serve a population of about 450,000 
people. While no definite figures are 
available, it is believed that the Detroit 
City Gas Company is the most pros- 
perous of the subsidiaries. American 
Light & Traction subsidiaries also con- 
trol traction interests in Muskegon, 
Mich. and San Antonio, Texas. 

As a general proposition, the condi- 
tion of traction companies is not as 
sound, perhaps, as that of gas and elec- 
tric companies, and the main source 
of American Light & Traction’s reve- 
nue is the sale of gas and electricity. 


Subsidiaries and Parent Company 
Capitalization 

The fourteen American Light & Trac- 
tion subsidiaries have outstanding capi- 
tal stock of about $29,000,000, and their 
total funded debt is between $22,000,000 
and $23,000,000. A strong feature of 
their financial position is the fact that 
there are no important maturities of 
the subsidiary companies prior to 1927, 
when a 4% first mortgage issue of the 
Milwaukee Gas Light Company be- 
comes due. Furthermore, most of the 
funded debt of the subsidiary com- 
panies carries interest at a rate not 
higher than 5%. 

American Light & Traction has out- 
standing $6,000,000 6% notes due 1925; 
$14,236,200 6% cumulative preferred 
and $27,468,000 common. The balance 
sheet of the proprietary company 
shows that investment account is car- 
ried at $35,471,000, or about $4,000,000 
less than the par value of the share capi- 
talization of the subsidiary companies, 
but on the balance sheet also appears, 
on the asset side, $8,000,000 listed as 


earnings of subsidiary companies—pre 
sumably relating to their accumulated 
and earned surplus. 

Like so many of the public utilities, 
American Light & Traction was forced, 
through circumstances over which it 
had little or no control, to reduce divi- 
dends, but, generally speaking, the divi- 
dend record of the company has been 
excellent from ‘the stockholders’ view- 
point. Cash dividends were started in 
1904, and gradually increased until the 
shares were put on a $10 cash basis in 
1911, and from 1911 to 1919 inclusive, 
$10 in cash and 10% in stock were paid 
each year. The current rate is $4 in 
cash and 4% in stock, representing a 
60% reduction from what might be 
called the pre-war rate. 

The Earnings Decline 

The decline in American Light & 
Traction’s earnings really began in 
1917, culminating, it is hoped, in 1920, 
in which year $8.35 per share was 
earned on the common stock. Now a 
company which earns $8.35 on its stock 
in one year is not exactly poverty 
stricken or sitting next to the sheriff, 
but when that same company has been 
showing annual earnings of better than 
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20% over a period of years, then a 
drop to under 10% is serious, relatively 
speaking. The accompanying table will 
show the record of earnings for the 
seven years ended December 31, 1920. 
The table also shows ‘the equivalent of 
stock dividends paid. As a result mainly 
of these steady stock dividends, the com- 
mon stock has more than doubled since 
1914. The theory of capitalizing sur- 


(Continued on page 577) 
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S much because of the poor publicity 
J methods pursued as for any other 
reason, what is probably a far larger se- 
curity market than that embraced in the 
New York Stock Exchange, and a market 
that includes many of the highest-class 
stocks and bonds an investor could buy is 
almost totally unrecognized by and un- 
known to the average investor. 

Three industries come to mind whose 
securities are almost wholly dealt in in 
this market. One is the textile industry, 
especially the mills of the New England 
states, of which there are scores of 
ompanies that have paid handsome 
dends for many years, and of whose 
great number of securities only two are 
dealt in on the Exchange. Another “in- 
dustry,” to keep the figure, is that of the 
former Standard Oil subsidiaries, of whick 
only three or four have listed their se- 
curities. The third is the Public Utility 
industry—probably as nearly essential as 
an industry could be, and the great ma- 
jority of whose stocks and bonds are 
not available for purchase or sale on the 
Big Board. 

The market referred to, of course, is 
the so-called “over-the-counter” market. 
A great number of the most prominent 
investment banking houses participate in 
it. In the case of the better class of Pub- 
lic Utility bonds and stocks, securities 
in this market are, in effect, “sponsored” 
by issuing houses, and therefore are as 
easy to market as listed securities. 
Furthermore, the tacit sponsorship of the 
issuing house has grown to be something 
of a recommendation, in itself. 

In connection with the enlarged Public 
Utility Department to appear in THE 
MaGazine or Watt Street, beginning 
with this issue it is our intention to throw 
light on this great unlisted market for pub- 
lic utility securities. Our present plan is to 
publish a table something in the nature 
of our “Bond Buyers’ Guide.” This table 
will contain a comprehensive list of un- 
listed public utility bonds, arranged ac- 
cording to certain outstanding features 
of the issues included, and classified ac- 
cording to the nature of the business of 
the companies involved. Also, the active 
market for Public Utility stocks will be 
summarized in similar fashion. 

“Bond Buyers’ Guide” has proven a 
reliable and ready reference for use of 
bond investors. It is hoped that the new 
Public Utility tabulations will be found 
of equally great practical value to invest- 
ors in Public Utilities. 

Possibilities of Public Utility Bonds 

In other pages of this issue there ap- 
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The Scope of the Market 
By RALPH RUSHMORE 


pears a great amount of timely data point- 
ing out the particular investment qualifi- 
cations of Public Utility issues at this 
time. It is therefore unnecessary to re- 
peat these data here. Attention may be 
drawn to the tables presented herewith, 
however, which may be considered in con- 
nection with our recommendations. 

It will be noted that these tables are 
divided into four groups. The subdivisions 
mean, simply, that each “group” was pre- 
pared for this magazine by a different 
authority. Otherwise, all the issues men- 
tioned conform more or less exactly with 
the following specifications: They rep- 
resent companies doing at least $1,000,000 
net each year; they are long-term; and 


Unlisted Utility Bonds 


it may be pointed out that the compilers 
of these lists were asked to include only 
such bonds as are available in the un- 
listed market in amounts of not less than 
$100,000. Thus, so far as possible, no 
bonds are shown which it would be diffi- 
cult for an investor to purchase or sell 
at the current market price. 

These groups will be used as the nucleus 
of the public utility bond recommendations 
which will be presented ‘in the form of 
one large table in future issues. Mean- 
while, intending investors can well afford 
to study the groups carefully as presented 
here. They contain a number of bonds 
which represent companies of proven earn- 
ing power, and which, in the course of 










































































there is a broad and active trading mar- any extended readjustment, should ad- 
ket in them. F®garding the latter point vance gradually in price. 
GROUP A. 
Price Yield 
and int.* about 
Niagara Falls Power Company First & Consolidation Mtg. 6s, 1950......... 90 6,88 
Great Western Power Company First and Refunding 7s, Series B, 1950..... 96 7.38 
Southern California Edison Co. Gen. & Ref, Mtg. Gs, 1944 ............05:. 89 7.00 
California Oregon Power Co, First & Ref. 7%s, Series A, 1941 ........... 100 ™% 
Adirondack Power & Light Corp. First & Ref. Gold @s, 1950 ............. 85% 7.20 
Northern New York Utilities, Inc.— 
First and Refund, Ge, 1068 .. 2.2... ccccccccccecccceteereceesecees » @& 6.55 \y 
Ne Se I SED. conan sd cuceebncdccoceseécocccocsceoceocce . 100 7.00 
Oklahoma Gas & Electric Co. First & Ref. Ts, 1941 ............. be A 95 8.01 
Penn Public Service Co. First & Ref. T¥s, 1985 ... «6... ccc ccc cc wn uunnee 95%, 8.01 
Ohio Service Co, First Mortgage 6s, 1937 ....... h anhine dies Coaneetd 84), 7.76 
*As of August 12. 
GROUP B. 
Bid* Asked* Yield 
Arkansas Valley Railway Light & Power ist & Ref. 7%s—Nov., 1931... 90 96 8.10% 
Appalachian Pr. Ist Mortgage 5s—June, 194 eon 72 7.80% 
Northern States Pr. ist & Ref, 5s—April, 80 6.85% 
Northern States Pr. Ist & Ref. 6s—April, 1941 90 6.90% 
Oklahoma G. & E, ist Mtge ber 84 7.70% 
Oklahoma G. & E. ist & Ref. 7%s—February, 1941 96 7.90% 
San Diego Cons. G. & E. ist Mtge. 5e—March, 1 84 6.55% 
San Diego Cons. G. & E. ist & a 6s—March, 1939 87 7.358% 
Standard G. & E. Conv. 6% 8. 88 8.80% 
Western States Pr. Ist & Ref. Stan 1941 78 7.15% 
*As of August 10. 
GROUP C. 

Issue Rate Due Bid Offered Yield 
Public Service Co. of Northern Illinois........... 5% 1956 73 75 ™% 
West Penn Power Ist .... 1.2.2.5. cc ccececeneees 1% 1946 97% 98% 7.15 

we DD, cnoveneeess ste cteeocee 6% 1943 98 94 6.55 
Public Service Co. of No, Tlinois ............... T™%% 1986 94 96 8,05 
Kansas City Power & Light .......-...-...0005: 8% 1940 99% 100 8.05 
Kansas City Power & Light Ist................++ 5 1944 76 78 7.85 
Ry. Power & Light.............0.-0+: T™%% 1966 96 96 7.85 
Chicago, North GEE Tob iodo stseseve 1% 1986 67% 89 8.35 
North ist and Refunding.......... 5% 1940 74 78 7.86 
Middle West Utilities Co. Collateral, Series C 8% 1941 9444 95% 8.60 
GROUP D. 
Rate Maturity ~—- Yield 
Elec. IlMuminating Oo., Ist ............ 5 Apr. 1, 1989 6.25 
wealth Edison Co, (Chicago), Ist Mtge.... 6 Jan. 1, 1948 unt 6.60 
Northern Ohio Trac. & Light, Ist a & Rfg..... 5 Aug. 1, 1956 73 7.10 
Rochester Gas & Elec, Corp., Series B.........-- 7 Mar. 1, 1946 96 7.85 
California Oregon Power Co., Ist & ate. 8. F.... ™% Feb, 1, 1941 100 7.50 
Consumers — — Gen, & Rfg., Series “B’’... 7 July 1, 1985 95 7.60 
Portland Ry., L. & P. Co., Ist L. & Ref., Ser. “a” 7% 1, 1946 96 7.85 
-Ohie Power & Light, Ist & "Rie neosés ™% Mov. 1, 1940 96 7.90 
So, Ind, Gas & Elec. Co., Ist Lien & Rfg........ : Apr. 1, 1941 94 8,10 
Northern Ohio Trac. & It. Co., 6-yr. Sec. Bonds. . June 1, 1926 oF 8.50 
Toledo Trac., Light & Power Co., ist Lien Bonds. . Deo, 1, 1921 99% 68.76 
Monongahela Valley Trac. Co., Gen. Se H July 1, 1928 96 9.22 
*As of August 12, 
1 
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VERY dog has his day and I can 

foresee that shortly it is going to 
be the day of the hitherto underdog— 
the public utility. Rising costs and in- 
flexible rates caused him to hang his 
tail between his legs. Both of these 
operations, however, are being reversed 
—rates are going up and costs are go- 
ing down and thus we may expect the 
public utility will come again into 
favor. ‘ 
In fact, the tide turned in 1920 as is 
shown in the diagram herewith en- 
titled “Public Utility Investments of 
National Banks.” The distance between 
the base line and the upper margin of 
the diagram represent all of the invest- 
ments of national banks as they stood 
in the middle of the respective years. 
The black bars indicate the percentages 
of these total investments that were 
devoted to public utilities. Before we 
were overcome by the war and a verit- 
able flood of domestic and foreign gov- 
ernment bonds, the position of the 
public utility bond as an investment 
steadily increased from 1909 to 1913. 
In 1914 the banks took on a great 
many foreign government bonds and 
therefore the proportion of public 
utility bonds fell somewhat. In 1915 
they again came into their own and 
they represented a larger proportion 
of national bank investments than they 
ever have. Then, partly because banks 
were called upon to absorb Liberty 
bonds and partly because public utili- 
ties fell on bad days, the proportion of 
public utilities to total investments held 
by banks fell until in 1919 it dropped 
to the record low of 5%4%. In 1920, as 
the table shows, the tide again began 
to turn, 

As was indicated above, the decline 
of the public utility stock and bond 
was due to the narrowing of net earn- 
ings caused by a fixed gross income 
and mounting operating expenses. The 
relationships are shown clearly in the 
accompanying graph, “Public Utility 
Costs.” The two most important ex- 
penses of public utilities—leaving out 
hydro electrics—are fuel and labor. 

This chart shows how fuel and labor 
went up during the war and the post- 
armistice period, but it shows too how 
the recent months have brought these 
two items of expenses down. A part 
of the data on which this chart was 
built was taken from the Electrical 
World. I have not attempted to con- 
tinue the rates charged for light and 
power beyond 1920 since it is too early 
to make any composite statement of 
rates in view of the many changes that 
are taking place. As is pointed out later, 
that line is ascending. 


Will Higher Rates Be Maintained? 
A number of questions here will in- 
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Why I Believe in the Public Utilities 


Five Concrete Reasons 


By CHARLES W. GERSTENBERG 
Head of Department of Finance, School of Commerce Accounts and Finance, New York University 


terest the investor and _  speculator. 
First, are rates going up, and will such 
increases as have been allowed by the 
Commissions be continued now that 
prices generally are falling? 

The Commissions have raised rates 
in various ways. In some parts of the 
country there has been a flat percentage 
increase. In certain other jurisdictions 
the Commissions have permitted incre- 
ments in the rate proportionate to the 
price of fuel. Where increases have 
been made on the latter basis, rates, of 
course, will come down as the cost of 
fuel comes down; but we are told by 
the United States government that fuel 
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chasing rights in the market, was 
taken by the company with the aid of 
the Public Service Commission to en- 
able prospective telephone subscribers 
to get their service somewhat quicker 
than nine to eleven months after the 
application for service was submitted 
to the company. That, very briefly, 
sums up the public’s interest in getting 
the investor to put up his $100. To 
reduce rates after the $100 was ob- 
tained for this urgent purpose would 
surely constitute a breach of faith on 
the part of the public. The public 
would write itself into the part of the 
devil in the old limerick: 
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rates are not likely to come down and 
that we ought to buy our fuel now to 
be sure to get it this winter. In July 
of 1921 bituminous coal, run of mine, 
f. o. b. mine, cost exactly as much as 
it did in July, 1919, and bituminous, 
Pittsburgh mine, cost 25 cents per ton 
more than it did in July, 1919. There 
is likely, therefore, in some of the cases 
where rates are increased in proportion 
to increases in coal, to bea slight falling 
off in utility rates. Where flat increases 
were allowed it is likely that these in- 
creases will stand for some time. 

Take the 20% telephone increase: 
That was granted to enable the com- 
pany to increase its dividend rate to 
9% in order to bring the company’s 
stock above par to the end that the 
premium would make rights to pur- 
chase new stock of some value. In 
other words, the action of the Com- 
mission practically invited people to 
send in their subscriptions at $100 on 
the basis that they would get a divi- 
dend amounting to $9.00 a year. The 
$100 of the: prospective purchaser, 
whether he was an old stockholder who 
used his rights to subscribe to the new 
stock, or whether he was a new sub- 





When the devil was sick, the devil a 
monk would be, 

When the devil was well, the devil a 
monk was he. 


Recent Commission Statements 
Some recent statements of Public 
Service Commissions are reassuring on 
this point. For example, in a recent 
case the Montana Public Service Com- 
mission said: 


“The constitution protecting the com- 

pany's right to a fair return on the fair 
value of its property devoted to the pub- 
lic service, has been unmoved, unshaken 
by the chaotic winds of post-war distress. 
The utility insisting upon its rights there- 
under, we are not at liberty to reduce 
rates in response to unfortunate economic 
conditions rendering patrons less able to 
pay the rates.” 
' As late as April the Washington De- 
partment of Public Works granted an 
application for increased rates made by 
the Spokane Falls Gas Light Com- 
pany and said: 


“The city in its argument contends that 
the present is not a proper time to increase 
rates in view of the general downward 
trend in prices of various commodities. 


scriber who procured his stock by pur- This department has recognised the re- 
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prices in a number of cases and has been 
cent downward tendency in commodity 
influenced in its decision by that condi- 
tion. Falling prices, however, have not 
materially affected the expenses of the 
gas companies. It is undisputed that there 
has been no reduction in gas-making ma- 
terials, such as coal and oil; but, on the 
other hand, there have been sharp ad- 
vances in the prices of both these impor- 
tant commodities. There has been no re- 
duction in the cost of labor, and, so far 
as the evidence discloses there is no proba- 
bility of any immediate lowering of wages 
in the plants of respondents. Like many 
other utilities throughout the State and 
elsewhere, they have no doubt indulged 
the hope that a return to normal condi- 
tions would enable them to continue the 
manufacture and sale of their products 
without the necessity of applying to the 
Commission for increased rates. It would 
not do to now penalise them by denying 
them reasonable rates because they failed 
to make an earlier demand for increased 
revenue. The postponement has benefited 
the consumers to the detriment of the 
company.” 


In spite of what the Commission said 
about prices being maintained, coal in 
April, 1921, sold at the mines at West 
Virginia at about one-half of the price 
that was paid for it at the same place 
in April, 1920. That wages also were 
coming down in April of this year is 
evidenced by the best statistics we can 
get, those of the Department of Labor 
of the State of New York, which 
showed that while wages per week for 
water, light and power employees was 
$35.34 in January, 1921, they had fallen 
to $34.64 in April, 1921. 

It appears, therefore, that there has 
been a general raising of rates even 
so late as April of this year, when com- 
modity prices and wages had begun to 
come down and it is likely that these 
increases in rates will hold for some 
time. 


Will Expenses Decline? 


Just how far operating expenses are 
likely to fall is of course doubtful. We 
know that coal and wages have not yet 
been deflated to the extent that com- 
modities generally have been deflated 
by the unusual price recession of the 
last twelve months. There is, how- 
ever, reason to believe that there will 
be a gradual lowering of prices of both 
fuel and wages until they correspond 
to the general level established by the 
commodity indexes. Thus, we will get 
a gradual widening of the margin be- 
tween operating revenues and operating 
expenses. The indicated earnings will 
increase and dividends will go up. The 
possibility of a tax law that will tax 
stockholders on the basis of undis- 
tributed surplus as well as on the basis 
of dividends actually received is one 
element that is going to make for in- 
creased dividends if increased earnings 
warrant them. Even the public will 
have an interest in increased dividends 
since the public service corporations of 
the country will likely be able to raise 
a great deal more money by selling 
new securities on the credit of high 
dividend rates than they could possibly 
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get out of earnings retained in the com- 
pany and ploughed into the property. 


An Interesting Comparison 
I recently made a comparison of the 


annual showing, as of the most recent 
date, of eighty public utilities as com- 
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pared with eighty industrials chosen at 
random. The aggregate gross earnings 
of both classes increased for the last 
period available for each over the pre- 
vious period—in the case of most of 
the public utilities the two periods be- 
ing from June, 1920 to June, 1921, com- 
pared with June, 1919 to June, 1920, 


while the two periods in the case of 
the industrials were the calendar years 
1920 and 1919. Probably if figures were 
available for the industrials fur the two 
periods six months later than those 
chosen by necessity, the gross earn- 
ings of the later period would not show 
up so favorably for the industrials. 
They were indeed 1.18 per cent in ex- 
cess of the gross earnings of 1919. In 
other words, the latest available figures 
show hardly any increase in gross earn- 
ings for the industrials. In the case 
of the eighty public utilities the increase 
was 15.3 per cent. Net revenues of the 
eighty industrials increased 3.4 per cent 
whereas net revenues of the public 
utilities increased 10.8 per cent. 


Five Reasons for Confidence 


Summarizing then, I believe that pub- 
lic utilities are coming into their own 
for these reasons: 

First, rates have gradually gone up. 

Second, these rate increases will hold, 
since the public needs additional serv- 
ice which can be obtained only through 
a maintenance of the earning power 
of public utility stocks. 

Third, operating expenses are com- 
ing down and net earnings therefore 
are going to increase. 

Fourth, the increased earnings of the 
public utilities are likely to be used in 
the payment of dividends and new capi- 
tal will be obtained from the sale of 
additional stock or bonds. 

Fifth, these predictions are verified 
by the interest which investors gen- 
erally are showing in public utility is- 
sues and by an increasing demand for 
public utility issues from banks and 
other moneyed institutions. 





Utility Companies Gaining Rapidly 


Posner & Co. See Better Times Ahead 


The position of public service corpora- 
tions, discussed in our letter of July 16 
last, calls for further consideration, not 
only because the subject is a large one 
but because we feel that we can scarcely 
emphasize too strongly that these ‘com- 
panies are decidedly on the upgrade, 

The student of public utility securities 
will bear in mind the basic fact, of course, 
that these companies are in the business 
of. providing something which the com- 
munity cannot get along without. As has 
been well said, from the nature of the ser- 
vices they perform, they may more prop- 
erly be termed Public Necessity Corpora- 
tions, because adequate provision for a 
plentiful supply of water, light, heat, power 
and transportation is absolutely essential 
to the health, progress and prosperity of 
a community. 

Unusual conditions in the markets for 
labor, prices and materials have burdened 
these companies, but the return to more 
normal conditions is putting them . back 
into the status of conservative investments 
and is emphasizing the speculative oppor- 
tunities in the many stocks which hold as- 
suring prospect of contined and substan- 
tial recovery. 

Operating Costs Decline 


To question the movement of public 
service companies towards new prosperity 


is to question the power of the country 
generally to return to better times. But 
the revival of these companies, it is to be 
noted, is not only abreast but in the lead 
of recovery generally. 

There are sound reasons for this. They 
are found, for one thing, in the fact that 
the daily, ordinary life of the country, and 
its business and industrial activities as 
well, are conducted on the basis of the 
services supplied by these utility corpor- 
ations. 

Increased commercial or business ac- 
tivity, or the larger return of the economic 
order generally to accustomed programs, 
cannot take place without a larger con- 
sumption of the services which these com- 
panies sell. 


Cheap Oil and the Gas Companies 


With many companies crude oil repre- 
sents 40% of the entire cost of manufac- 
turing artificial gas, hence the importance 
of the much cheaper oil prices becomes the 
more apparent. 

This is simply one of the many straws 
showing which way the wind is blowing 
for the service companies. They are in 
a buyer’s market, not only for fuel but 
also for steel, copper, plant equipment, 
general construction works, machinery, 
etc. 
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Railroads 


A Rail Stock I Would Buy 


For Its Intrinsic Value and Attractive Price 


By ARTHUR J. NEUMARK 


Editor’s Note: The two articles which follow, both by the same author, are in distinct contrast. One 


—dealing with the Illinois Central Rail 


scribes a property whose 


shares, in the author’s opinion, 


represent sound, intrinsic worth; the other—dealing with the Chicago, Milwaukee & St. Paul—describes 
a road which is facing serious difficulties. The author’s purpose is to emphasize the importance of care 
and discrimination in railway security investments. 


HE Union Pacific owns $22,500,000, 

or about 20%, of the capital stock of 
the Illinois Central RR. This ownership 
probably reacts as much to the advantage 
of Illinois Central as to that of Union. 
It is to the interests of Union Pacific to 
route as much traffic as it possibly can 
over the Illinois Central lines to swell the 
earnings of the latter road as much as 
possible, and this it does. 

The Union Pacific lines extend as far 
east as Omaha, Nebraska, and Kansas 
‘City, Mo. The most western point touched 
by Illinois Central is Omaha. It is at 
this city that the two roads come to- 
gether. Illinois Central gets practically 
all of the traffic destined for Chicago and 
other important centres in Illinois, and 
also traffic destined for points in the south 
and southwest. In 1920, Illinois Central 
carried over 1,000,000 tons of fresh and 
dried fruits and vegetables turned over 
from the Union Pacific RR. Fresh fruits 
ranked fourth in importance in agricul- 
tural products carried by the Illinois Cen- 
tral in 1920. Large quantities of mine 
products are also obtained from the Union 
Pacific lines. 

While Illinois Central does not. connect 
with the Union Pacific line entering Kan- 
sas City it obtains traffic routed from this 
line to points south and southwest of St. 
Louis from the Chicago & Alton which 
has a direct line from Kansas City to 
St. Louis. This connection with the 
Union Pacific RR. works to advantage in 
the other direction also. Illinois Central, 
because of this connection, has a large 
amount of traffic routed over its lines 
destined for points west. 


Large Centres Tapped 

The Illinois Central main line’ runs 
parallel with the Mississippi River from 
Chicago to New Orleans, through a very 
rich and fertile section of the country. 
It is almost a straight line between the 
two centres mentioned, and the road 
passes through the important cities of 
Peoria, Springfield, St. Louis, Indianap- 
olis, Louisville, Birmingham and Memphis 
en route. Through its subsidiary, the 
Central of Georgia Ry., Illinois Central 
has access to such important southern 
cities as Chattanooga, Atlanta, Mont- 
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gomery, Augusta, and to Savannah on the 
Atlantic Coast. 

Illinois Central is essentially a_bitu- 
minous coal carrying road. Practically 
45% of its entire traffic is made up of this 
commodity. The total products of mines 
carried by the road amounts to about 50% 
of the total tonnage handled by the road. 
Corn, wheat, oats and fresh fruits con- 
stitute 60% of the total products of agri- 
culture carried, and refined petroleum, 
sugar and other sweetening commodities, 
iron products, cement, and brick and arti- 
ficial stone constitute 52% of the total 
manufactured products carried. The total 


practically every road in the country in 
these two years of inefficient railroad op- 
eration. But the current year’s earnings 
are quite a different story. Back to pri- 
vate operation again the road is once again 
demonstrating a large earning power in 
excess of dividend requirements. In 
fact Illinois Central is showing a larger 
proportionate earning power than any 
other carrier. For the first half of the 
year the road reported net operating 
income of over $9,200,000, or practically 
sufficient to cover the entire year’s fixed 
charges. Earnings for the first six 
months are at the annual rate of about 

















How Illinois Central Increased Its Earning Power 

Improvement to Property Net Additions to Equipment Total Outlay 

New New FP eight saan nna . 
Tr . 
Tracks Sidings Loco- Freight Passenger Cars Equipments, 
Laid Built (a) motives Cars paired and other 
(Miles) (Number) (Number) (Number) (Number) (Number) 

(b) 1916 176 154 18 319 125 3,494 $4,417,472 
1917 30 365 10 1,799 51 5,617 15,642,691 
1918 ll 411 123 1,827 109 3,740 27,197,480 
1919 5 458 17 1,619 4 (ec) 9,444,414 
1920 27 2738 7 1,147 Deo, 8 (ce) 17,295,948 
Totals: 248 1,661 175 6,711 277 $73,998,000 
(a) This is in addition to column one. 

(b) For six months ended December 3ist. 
(ec) Not reported. 


























products of agriculture and manufactures 
constitute about 30% of the traffic carried. 
The products of forests also furnish im- 
portant traffic to the road. In 1920 wood 
products amounted to 11.7% of the total 
freight carried. 


A Splendid Record 

Illinois Central’s earnings have been 
consistently good, with the exception of 
very few years since 1852. Few roads can 
boast of as long-sustained a dividend 
record. In only two years since 1852 did 
the road fail to declare a dividend on the 
capital stock and that was as far back as 
1858 and 1859. Since then yearly dis- 
bursements have ranged from never less 
than 4% to as much as 10%. The present 
rate is 7% per annum. 

In 1919 the road just earned sufficient 
to cover interest charges and in 1920 
earned about 75% of fixed charges. The 
Government guarantee, of course, made 
up for this deficiency, which existed for 


$14 a share on the capital stock or twice 
the present dividend requirements. 
Expansion in Recent Years 

The Illinois Central RR. has placed a 


great deal of money in the last few years 
in additions and betterments to the prop- 


. erty and new equipment and, as a result, 


is in better shape today to handle a large 
volume of traffic than it ever was. A 
great many sidings have been built in an 
effort to increase the sources of revenue 
the full benefits from which will not be 
entirely realized until there is a return 
of business activity. Large sums of 
money have been placed in improvements 
to property and repairs to old equipment. 
There has also been a large amount of 
new equipment purchased. On December 
31, 1920, Illinois Central had 1,594 locomo- 
tives, 1,572 passenger cars and 68,420 
freight cars in service compared with 
1,437 locomotives, 1,424 passenger cars and 
62,028 freight cars on December 31, 1916. 
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This represents an increase of 7,691,875 
pounds of tractive power and 331,025 tons 
of capacity. A reference to the appended 
table will show in detail what extensive 
improvements have been made by the road 
in five years. 

These expenditures to a large extent 
are capital charges, that is, they are 
chargeable to capital account rather than 
against current earnings, and have there- 
fore necessitated a considerable increase in 
the funded debt. In this five-year period 
the funded debt increased from $152,900,- 





000 to $257,390,000 or 683%. This in- 
crease took place as follows: 
Bonds 
Outstanding 
(000 Omitted) 
1916 1920 
Equip. Trust Certif.... $11,000 $27,900 
Mortgage Bonds ...... 83,600 150,700 
Collateral Trust Bonds. 48,200 68,600 
Total Funded Debt. .$142, $247,200 


There are also $10,000,000 of leased line 
certificates outstanding in which there was 
no change at all. 

This increase in funded debt has in- 
creased the annual fixed charges by about 
$4,100,000, but Illinois Central has demon- 
strated thus far this year that the addi- 
tional charges will be taken care of by 
increased earning power. For example, in 
the six years to December 31, 1916, in- 





Chicago, Milwaukee & St. Paul 











terest charges were earned on an average 
of 26-times over. In the current year 
practically the entire year’s interest 
charges were covered in six months of 
operation, and these six months usually 
account for no more than 44% of the full 
year’s earnings. It seems almost certain 
that Illinois Central will cover its interest 
charges this year at least twice*over, and 
this in a year of real business depression. 


Financial Status 

Figuring the financial position of a rail- 
road company at this time is a difficult 
thing to do in view of the many uncer- 
tainties existing as regards the settlement 
of Government accounts. However, the 
balance sheet of the Illinois Central RR. 
on December 31, 1920, showed the road 
to be in a strong position. Thé road had 
over $6,400,000 in cash, $19,100,000 of re- 
ceivables, and $9,600,000 in interest and 
dividends due. In addition to this there 
was $18,100,000 due from the Government 
for Federal Control Rental, but as the 
other accounts with the Government show 
a net balance due the Government of about 
$22,700,000 it would probably be conserva- 
tive not to include this item at all. With- 
out this item the road had current assets 
sufficient to cover all current liabilities. 
If anything working capital position was 
improved by the first six months of opera- 
tion. In the case of most roads current 








interest and dividend payments were not 
covered by current earnings and as a re- 
sult current liabilities increased since the 
first of the year. 


Conclusion 


Illinois Central is a stronger road today 
than it ever was, and that is saying a good 
deal. It is in excellent physical condition, 
is conservatively capitalized, and has ex- 
cellent connections for obtaining long haul 
traffic. 

The capital stock of the company is 
selling around $94 a share, and divi- 
dends at the rate of 7% per annum 
are paid on the stock. At this price the 
investor obtains a yield of 7.4%, which 
is exceptionally good for a stock which 
really deserves as high a rating as any 
sound preferred stock. The stock has 
always enjoyed such a rating and there 
seems little doubt but that it will again 
sell on the same basis as high grade 
preferred stocks. In 1916 the stock 
never sold to yield more than 614%, and 
in 1914 and 1915 never yielded more than 
5%. In the last ten years the stock has 
sold as high as $147 a share, and during 
the entire depression in railroad securities 
in 1919 and in 1920 never sold below 
80%. 

In the writer’s opinion, this is a security 
that investors would do well to purchase 
at current levels. 


A Rail Stock I Would Not Buy 


Because of the Road’s Uncertain Position 


HE precipitate decline in the securi- 
ties of this road has done much to 
shake the confidence of investors in rail- 
road securities. The natural question 
aroused has been: “If a road that was 
such a large money maker in the past, 
which paid dividends uninterruptedly on 
its preferred stock from 1869 to 1917, and 
dividends on its common from 1892 to 
1917 without interruption, can fall into 
the class of a highly speculative carrier, 
paying nothing on either class of stock— 
WHAT IS A SAFE INVESTMENT?” 
The only answer that can be given to 
the question is that no security can be 
reckoned as “safe” in the full sense of the 
word. Holders must be constantly on 
lookout for warnings of a change in a 
company’s status. However, there are 
always warnings; moreover, an investor 
almost always has sufficient time to get 
out before one’s loss has run to large pro- 
portions. If a stockholder is unable to 
study the operating results of the com- 
pany he is interested in he at least re- 
ceives a warning that something is wrong 
by the heavy selling pressure against the 
stock, which is shown by the day’s turn 
over and the accompanying daily decline 
in price. 
The crash in St. Paul occurred in 1917. 
A study of the monthly operating results 
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and the enormous expausion and conse- 
quent rapid increase in the funded debt 
would have indicated the coming crash. 
In the year 1917, which was an excep- 
tionally good one for practically all the 
roads, St. Paul reported a heavy falling 
off in total income available for fixed 
charges (most roads reported an increase 
in this year over the previous year), and, 


when the earnings of the road would least 
warrant it. Since 1917 matters have 
grown continually worse with St. Paul. 
In 1918 and 1919 only the Government 
guarantee saved the road. In 1918 the 
road earned nothing for its fixed charges, 
and in 1919 less than 20% of fixed 
charges. In 1920 actual operations re- 
sulted in a net operating deficit of $5,800,- 














ST. PAUL'S OPERATING RATIO 

Great Northern Chic. & 
(C00 omitted) St. Paul Northern Pacific c.B.&a N, West 
{Gross operating revenue ....... = 739 $88,599 $88 226 $122,343 $108,265 
1917 { Net operating revenue ... , 28,548 29,316 34,927 438,710 29,506 
1% of expenses to gross... ..... 74.9% 66.9% 60.4% 64.3% 72.7% 
{Gross operating revenue ....... 182,804 100,611 102,908 144,178 127,296 
1918 { Net operating revenue ....... . 10,698 16,271 $1,391 31,999 17,797 
\% of expenses to gross ... --» 91.9% 83.8% 69.5% 71.9% 86.0% 
{Gross operating revenue ....... 150,370 106,584 100,739 154,011 189,590 
1919 { Net operating revenue ......... 11,809 19,806 24,560 33,283 20,010 
 % of expenses to gross ... --- 98.1% 81.4% 75.6% 78.4% 85.6% 
(Gross operating revenue . 168,159 124,192 118,084 185,586 165,030 
1920 { Net operating revenue .... 3,462 13,778 12,100 17,609 11,820 
.% of expenses to gross ....... 0% 90.0% 90.0% 90.5% 93.0% 

% increase of gross revenue, 1920 over 
ME <tobdcénvntece Jasbowoeweesesess 160% 108% 71% 109% 120% 














at the same time, fixed charges increased 
7.2% over the previous year. In this year 
St. Paul earned about 50% of its pre- 
ferred dividend, and paid out over $5,200,- 
000 on the common stock out of surplus. 
To make matters worse, the road under- 
took the electrification of its line from 
Othello to Seattle and Tacoma, Washing- 
ton, a distance of 217 miles, in March of 
1917. This, of course, involved large ex- 
penditures at a time of high costs and 


000 before rentals and fixed charges, and 
for the first six months of the current 
year the operating deficit amounted to 
$2,815,724. June was the first month in 
this year in which the road reported a 
balance after operating expenses and 


t , 
rea: The Trouble 
What was it that caused so disastrous 


a decline as to completely wipe out St. 
Paul’s former large operating profits and 
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turn them into monthly operating deficits? 
To a very large extent, in the writer’s 
opinion, it. was inefficient, even wasteful 
operation. But here are the facts—let the 
reader judge for himself: 

A comparison with the operating re- 
sults of other roads that operate in the 
same territory as St. Paul, as shown by 
the appended table, indicates plainly that 
St. Paul has been getting less out of each 
dollar of revenue than any of the other 
roads, and at the same time, the road’s 
gross earnings have shown a larger pro- 
portionate increase than those of any of 
the roads with which comparison is made. 
While getting more than its share of in- 
creased business, in other words, the road 
has been able to save less of it than any 
of the other carriers. It is quite plain, 
therefore, that the troubles which were 
common to the roads in general can not 
be cited as the cause of St. Paul’s down- 
fall. There must have been something 
far more radical than this the matter. 
There must have been leaks somewhere 
in the system. The company has evi- 
dently been losing dollars where other 
carriers were not. 

This would be a serious condition to 
get into under any circumstances; but 
when a large road like St. Paul, which 
has been expanding rapidly and therefore 
has incurred much heavier obligations, 
gets into such a condition it is particularly 
serious. The highest degree of efficiency 
must be retained by a growing road in 
order to assure returns on its increased 
fixed charges. How essential efficiency 
was in the case of St. Paul is better un- 
derstood when the growth in its fixed 
charges is cited. 

The fixed charges of the road have 
more than doubled since 1911. Funded 
debt in the hands of the public in De- 
cember 31, 1911, amounted to $192,800,- 
000, and on December 31, 1920, amounted 
to $409,700,000, an increase of almost 
$217,000,000, or over 112%. 


Present Status 


As the situation stands now St. Paul 
has been saved from receivership on no 
less than two occasions by the Govern- 
ment. The road will be in a very tight 
squeeze again at the end of 1921 unless 
there is a very radical improvement in 
earnings for the balance of the year. On 
January 1, 1921, $25,334,000 of Chicago & 
Pacific, Western Division, 5% mortgage 
bonds matured. One cannot see how this 
obligation could have been met without 
the assistance of the Government. An 
attempt to refund the bonds would no 
doubt have failed, for the credit of the 
road by that time was extremely low. 
An application was made to the Govern- 
ment for a $25,340,000 loan, which was 
granted. The company gave its note, ma- 
turing on March 1, 1922, and paying in- 
terest at the rate of 6% per annum. A 
similar loan was obtained on July Ist of 
this year amounting to $6,115,000 to meet 
the payment of the Wisconsin & Minne- 
sota Division and Chicago & L. Superior 
Division 5% bonds which matured on that 
date. This will add $300,000 to this year’s 
fixed charges. The company contemplates 
meeting these obligations by the sale of 
either general mortgage or general and 
refunding mortgage bonds. The com- 
pany will have quite a task on its hands 
trying to sell these bonds under present 


540 





conditions. If it is inable to sell them, St. 
Paul, apparently, will again be at the 
mercy of the Government. 

The extremely weak financial position 
of the road at the close of 1920 made it 
necessary to negotiate a final settlement 
with the Government for claims arising 
from the period of Federal control. This, 
of course,-compelled the company to make 
many concessions it would not have had 
to make had it been in a position to “hold 
out” as the majority of other roads did. 
All the money the company received from 
the Government, which amounted to $28,- 
000,000, went into paying off loans and 
over-due wages. Today, as a result of 
the poor operating results for the first 
half of the year, St. Paul is in as bad 
shape as it was at the beginning of the 
year. On December 31, 1920, St. Paul 
had slightly over $8,000,000 in cash, 
against which there was $5,600,000 of ac- 
crued interest on the funded debt payable. 
Assuming that cash was reduced by $5,- 
600,000, the amount to meet this obli- 
gation, the company would have had a 
balance of about $2,400,000. In addition to 
this there was about $21,500,000 of receiv- 
ables on the balance sheet, making total 
current assets of about $24,000,000 available 
for current liabilities of $34,200,000, of 
which $21,800,000 was for over-due pay 
roll and voucher accounts. This liability 
is about the same today as it was at the 
beginning of the year. As previously 
stated St. Paul’s operating deficit for the 
first six months of the year was $2,815,724 
before rental and fixed charges, which 
means that the excess of current liabilities 
over current assets is even greater today 
than it was at the beginning of the year. 
The June, July and August semi-annual 
interest charges of this year were around 
$9,000,000, and these charges must have 


either been met through the liquidation 
of accounts receivable or bank loans. 
In any event it is quite evident that St. 
Paul was not able to do very much toward 
paying off over-due liabilities. The pos- 
sibility of the road’s paying off these out- 
standing accounts out of earnings seems 
far distant. If the company is pressed 
for payment of these accounts, its only 
recourse would seem to be either a fur- 
ther increase in the funded debt or a loan 
from banking interests. The latter would 
seem to be the only loop-hole. 
Outlook 

Considering the many difficulties con- 
fronting St. Paul, to put it mildly, it 
would certainly take a courageous in- 
vestor or speculator to purchase either 
the bonds or the stocks of the company at 
this time. At the present time St. Paul 
is in the position of a man who has nothing 
in his pockets, but somehow hopes to be 
able to meet a $1,000,000 note due in less 
than six months, The road is most as- 
suredly fighting against time and in the 
meantime getting deeper and deeper into 
financial difficulties, What makes matters 
worse is that these accumulating obliga- 
tions put off still further the possibility 
of the road’s utilizing money for equip- 
ment buying and repairing, of both of 
which the property is sadly in need. The 
whole thing works like a boomerang. 
Where St. Paul’s hire of equipment 
credits and debits formerly balanced, for 
the last two years this account has shown 
a large debit balance, showing the road’s 
need for new equipment. This means that 
the company’s earning power has been 
diminished to just this extent and there- 
fore its ability to meet its fixed obliga- 

(Continued on page 578) 
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ANALYSIS OF RAILROAD EARNINGS FOR FIRST SIX MONTHS OF 1921, 

The —— table is es 4 b ms aa that the first six months represent 
4,1 traffic year, as they period: 

oe . % Charges §$PerSh. $ Per Sh. 

"earned on Pfd, on Com. 
izen cobs $5.20 
85% Sees 
ome 6.30 
éaee 4.60 
43 aes 
Chicago, BR. I. & Pacific..........ccccccsseee  seveness (g) 1,70 bsee 
Cleve., Cin., Chic. & St. L 97 eee ‘none 
Colorado & Southern ee 8.70 
Delaware & Hudson se 8.45 
Delaware, Lack, & Western ees (a) 9,10 
TED .. ccoccccecdccsececccce 7 Stes 
Great Northern ave — 
Illinois Central ope 14,45 
Kansas City So. pee 8.35 
Lake Erie & Western aia dail 
Lehigh Valley eee oda 
& Nashville ose pu 
Minneapolis & » wan oa 
Missouri Pacific 50 dad 
New York jn« 2.20 
N. ¥., Chicago & St. Louis ‘ (b) 9.00 
N. =" New Haven & Hartford.............. 4,736,742 eke soee 
N. Gatario & Westerm.......ccccccccccce  — secceees 41 nats 
i Merroth estern sees 3.60 
46 ees oe 
ry! (f) 2.50 Be 
ole ome 4,20 
eee 1,20 
dese (ce) 4.35 
36 esos 
(d) 92 nee 
iat 7.30 
54 eke 
oe 80 
(e) 80 cess 

77 . 

*Five months’ latest available. 

(a) $50 par value, (b) After 5% on the common stock, S Se Et on oe. 
(c) Without oil and after — adjustments, (d) Before interest on $25,000,000 
income (e) Including Denver & Rio Grande and after proposed adjustments, (f) On 
prior preference stock, (g) On the 7% preferred stock. 
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- June Rail Earnings Decidedly Improved 


July and August Promises to Surpass Any Previous Month of the Year 


AILROAD economies made _ them- 
selves felt in the month of June, and 
the result was that the roads were able to 
show a considerable improvement in net 
earnings on a slightly increased volume of 
business. Although there has been a very 
slight improvement in the volume of busi- 
ness handled since the beginning of the 
year, railroad operating income has* im- 
proved greatly, as shown by the following 


table : 
Class I Roads 
Month’s Normal 
Net Oper. Earn. to Give 
Income 6% Return 
(000 omitted) 
January ......00. D $958 $67,272 
February ....... D 7,378 56,599 
Mane” toi tvesns 30,695 81,089 
AGE cs i0000Uu 29,249 80,487 
MP tnksectned 37,080 92,736 
JWR ocak ev tanec eaceae 99,073 
July (est.)...... 54,000 91,300 


The estimate for July is based on two 
factors, namely, car loadings and lower 
wages. Car loadings for the month of 
July averaged about the same as the pre- 
vious month, which is a fair indication that 
earnings for this month will be fully as 
large as in June. The reduced wage scale 
which went into effect on the first of July 
should bring the net result well above the 
previous month. 

As a new feature to our monthly rail- 
road earnings summary we will incor- 
porate a graph showing the monthly load- 
ings of freight cars for the Class I car- 
riers as a whole. Car loadings are a 
highly important index to railroad earn- 
ings, for the changes in gross earnings are 
almost entirely reflected by the increase or 
decrease of this item. With car loadings 
figures at hand a fairly accurate estimate 
of what the month’s earnings will be can 
be made, taking into consideration, of 
course, other important developments such 
as an increase or decrease in freight 
rates, wage cuts, etc. A study of the 
appended graph will show how im- 
portant a figure car loadings are. For 
the benefit of those who do not fully 
understand the meaning of these figures 
we wish to say that car loadings rep- 
resent the number of tons of freight 
loaded on freight cars, or in other 
words a true index of the amount of 
business the roads are doing. 

The important changes in: the earnings 
of individual roads for the month of June 
were as follows: 

Eastern Roads 

Delaware & Hudson had a very good 
month in June. On practically the same 
amount of gross the road reported net 
operating income of $1,062,854, compared 
with net of $701,384 in the previous 
month. For the six months earnings were 
at the annual rate of $6,075,000, compared 
with a government guarantee of $7,409,600. 

New York Central reported an in- 
crease of $1,300,000 in gross and net for 
the month of June compared with the 
previous month; which had been an ex- 
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ceptionally good one for the road. Earn- 
ings for the six months were at the an- 
nual rate of $40,000,000, compared with a 
rental of $57,690,588. In other words 
New York Central is now earning at the 
annual rate of $2.20 a share on the capital 
stock as against only 95% of fixed charges 
on the basis of the first five months’ 
operations. 

Pennsylvania reported the most sub- 
stantial improvement in June of any road 
in this district. Gross earnings increased 
from $53,800,000 in the previous month to 
$57,184,018, and net from $3,375,000 to 
$5,683,000. The road is now earning at 
the annual rate of 46% of fixed charges, 
compared with but 20% for the first five 
months, or at the annual rate of $15,820,- 
000, compared with a standard return of 
$67,126,463. 


Coal Carriers 


Baltimore & Ohio fell down badly in 
the month of June. Although gross in- 






come increased. The road is now earn- 
ing at an annual rate of over 50% of its 
6% dividend requirements. Earnings for 
the six months were at the annual rate 
of $10,000,000, compared with a standard 
return of $20,634,142. 


Southern Lines 


Atlantic Coast Line’s earnings failed 
to show any improvement over the pre- 
vious month, and as a result the road is 
now only earning at the annual rate of 
$6,400,000, compared with a government 
guarantee of $10,180,915. 

Louisville & Nashville’s earnings took 
a decided drop in the month of June. In 
May the road only reported net operating 
income of $111,332, but in the fol- 
lowing month this slight income turned 
into an operating deficit of $474,469. For 
the six months the road has accumulated 
an operating deficit of $2,589,213. 

Southern Railway did well to main- 
tain its earnings at the same rate as in 
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creased about $600,000, net operating in- 
come declined from $1,685,449 in May to 
$321,132 in June. As a result the road’s 
earnings for the six months are not even 
at an annual rate sufficient to cover fixed 
charges. Earnings for the six months 
were at the annual rate of $17,300,000, 
compared with a government guarantee of 
$28,031,146. 

Chesapeake & Ohio on the other hand 
showed a considerable improvement in 
the month of June. Net operating income 
increased from $1,587,163 in May to 
$1,944,753 in June, and the road is now 
earning at an annual rate more than suffi- 
cient to cover a 4% dividend. 

Lehigh Valley also managed to make 
a considerably better showing in June than 
any previous month this year. The road 
reported net operating income of $664,870 
and thus reduced the accumulated operat- 
ing deficit, before rental and fixed charges, 
for the first five months of operation to 
$825,613. 

Norfolk & Western reported a very 
satisfactory improvement over the May 
earnings. Gross-earnings increased $400,- 
000, which is about the amount net in- 





the previous month, when net earnings 
amounted to over $1,000,000. This is the 
third consecutive month that this road 
has earned a balance after operating ex- 
penses of abotit $1,000,000. The road has 
now wiped out the first three months’ de- 
ficit and has a balance of $2,143,947 for 
the first six months of operation, which 
is at the annual rate of $4,500,000 com- 
pared with a government guarantee of 


$18,660,883. 
Southwestern Roads 


Chicago, Rock Island & Pacific re- 
ported an increase of close to a $1,000,000 
in gross, and $400,000 in net for the month 
of June compared with the month of May. 
Rock Island is now earning at an annual 
rate sufficient to cover fixed charges and 
leave a small balance available for the 
7% preferred stock. Earnings for the six 
months were at the annual rate of $11,- 
090,000, compared with a standard return 
of $15,880,681. 

Kansas City Southern, Missouri Pa- 
cific, St. Louis-San Francisco, St. Louis 
Southwestern and Texas & Pacific, 

(Continued on page 584) 
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CTION of the bond market during 

the past fortnight can be described 
as extremely satisfactory. Despite the 
circulation of a great number of rumors, 
calculated to unsettle confidence, as well 
as the announcement of an important divi- 
dend passed and some unexpectedly large 
new financing, bonds were in firm to 
strong demand throughout the period. 

In the table “Bond Buyers’ Guide” ac- 
companying this article our usual sum- 
mary of tabulated recommendations may 
be referred to as typifying the character 
of the bond market—in general—that we 
have had. Consistent strength was shown 
in the first two groups, which contain our 
specific recommendations of Government 
bonds. Advances here ranged from %4 
of a point to as much as 1% points—not 
startling moves, to be sure, but impressive 
evidence that the demand for issues of 
this type has broadened out and firmed 
up considerably in recent weeks. 

No small factor in the market for Gov- 
ernment bonds has been the general turn 
for the better in the Government status 
of the various countries of the world— 
particularly, the European countries, 
United States and Japan. If not the set- 
tlement, at least the progress toward set- 
tlement made by a number of the powers 
in the handling of their industrial as well 
as national-financial problems may fairly 
be cited as important factors in the im- 
provement in sentiment. As particular in- 
cidents, it is justifiable to cite the resort 
to arbitration as between the British Gov- 
ernment and the enfant terrible of Ireland; 
the definite move to re-establish the posi- 
tion of Russia as an integer in world com- 
merce led by the American Department of 
Commerce—the latter something less al- 
most than a beginning, perhaps, but never- 
theless, the best possible development con- 
cerning Russia that could have taken 
place; and, of what is probably greatest 
importance, so far as this country is con- 
cerned, the definite, two-fisted policy of the 
present administration toward a correction 
of tax evils and hastening of Government 
economies. 

It may be argued that such develop- 
ments as the above are of too general 
significance to warrant their being cited 
as factors in the better market for Gov- 
ernment bonds; but this is not so. Eu- 
rope’s troubles, international dissension and 
disagreement, have been, in large part, 
the type of argument used to build up a 
wall of prejudice between investors and 
Government bonds; it has been the suc- 
cessful efforts to remedy these troubles 
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The Bond Market 
Further Improvement in Bonds 


Railroad Bonds the Feature 


that have begun to break the wall down. 

Among the more striking changes in 
the Government bond groups may be men- 
tioned advances of a point and a half, or 
more, in United Kingdom 5%s of 1937, 
and the Kingdom of Sweden 6s of 1939; 
these appeared in the “Guide” as the first 
two recommendations. The French Gov- 
ernment 8s, ranked as first in the “more 
speculative” group, moved up a full point, 
marking a decided change in sentiment as 
regards this particular issue. The King- 
dom of Italy 6%s, which were selling last 
fortnight to yield over 10%—thereby of- 
fering the highest yield of any bond 
among our recommendations—crept up 
from 88% to as high as 89%. 


Gilt Edge Fireworks 


Bonds in our so-called “Gilt Edge” 
group, which had held firm in the previous 
two weeks except for occasional slight ad- 
vances, started a real forward movement 
in the last fortnight. In this group, the 
railroad bonds were the chief features. 
Advances of as much as 24% points were 
made in Delaware & Hudson 4s and Chi- 





CURRENT BOND 
OFFERINGS 


Pressure on our text col- 
umns made it necesary to 
place the page dealing 
with Current Bond Offer- 
ings in the advertising sec- 
tion. This department will 
be found on page 579. 











cago, Burlington & Quincy 4s. New 
York Central 3%s advanced 2 points, and 
Atlantic Coast Line and Pennsylvania 
bonds advanced 14% points each. As for 
the rest of the list, advances of 1 point 
or more were quite general. 

In fact, with the exception of the first 
mortgage 3%s of the Baltimore & Ohio 
Railroad (maturing in 1925 and selling at 
8414, two weeks ago) and the Western 
Union Telegraph 4%s of 1950, no declines 
were noted. 

The action of the B. & O. 3%s may, we 
believe, be attributed to the too-rapid ad- 
vance previously scored by the issue. In 
less than two weeks before the reaction 
occurred, this bond moved up over 5% 
points; and the rise no doubt attracted a 
somewhat undesirable speculative follow- 
ing. Bonds in this class, of course, are 
recommended principally with an eye to 
their “long-pull” qualifications, so that oc- 
casional minor reactions of the kind just 
noted need not affect our view of their 
merits. The exceptionally high yield of 
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this high grade bond makes it an exceed- 
ingly attractive security. 

In the Gilt Edge Industrial group, the 
only bond to decline was the 5% issue of 
the International Paper Co., which de- 
clined a point and a half. The bonds of 
this company probably declined in sym- 
pathy with the sharp decline in the stock. 
This .International Paper issue continues 
an excellent bond, no recent events having 
deprived it of any of its attractiveness, and 
its decline simply increases its possibilities 
if bought at the current low level. Other 
Gilt Edge industrial bonds advanced, gen- 
erally, the most sensational move occur- 
ring in the Bethlehem Steel 5s, which ad- 
vanced 4% points. 

Among the Gilt Edge public utilities, 
four bonds advanced 1% points each. 

The relapse in Western Union bonds 
was a natural accompaniment of the recent 
financing decided upon by this company. 
The new financing consisted of $15,000,000 
6%% bonds, correctly described as the 
“first issue of capital securities made by 
the company since the year 1907.” West- 
ern Union has a record of large earnings, 
interest charges having been earned some 
10% times over, on the average, for the 
five years ending December 30th, last, and 
although the new issue necessarily affects, 
to some extent, the status of the older 
obligations, yet we see no reason for with- 
drawing the recommendation. The reac- 
tion in the Western Union 4%s amounted 
to less than 2 points, their price at time 
of going to press being 80. They can re- 
tain’ their position as No. 7 in the “Bond 
Buyers’ Guide,” Public Utility Gilt Edge 
group. 


Middle Grade Group 


Up to the time of preparing this review 
for our August 6th issues to speak of 
“fireworks” in connection with the bond 
market might have evoked considerable 
caustic comment. In some ten days previ- 
ous to that issue, however, and since that 
time, happenings in the bond market have 
been of a sufficiently sensational nature to 
warrant the expression. 

As in the previous fortnight, the ma- 
jority of the most interesting changes to 
occur have been in what we have styled 
as our “Middle Grade” group. Getting 
down to a still smaller sub-division, the 
railroad section of the Middle Group was 
the feature of the market. There follows 
a list of some of the advances which 
occurred : 

Illinois Central 4s, 1952—2% points. 

Atchison conv. 4s, 1960—2%4 points. 

Col. & Southern 4%s, 1935—2 points. 

C.C. C. & St. L. 4%s, 1931—2% points. 

Pennsylvania 5s, 1968—214 points. 

Pere Marquette 5s, 1956—2% points. 


Two definite factors have contributed, 
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no doubt, to the strength in these railroad 
bonds. The basic factor, and the one in 
which the greatest reliance can be placed, 
has been the turn for the better in rail- 
road earnings, as a whole. A more de- 
tailed description of the earnings’ trend 
in the case of individual corporations will 
be found on another page of this issue; 
meanwhile, it is enough to say here that 
the executives’ “earn by economizing” pro- 
gram has already been fruitful of sub- 
stantial results. Of course, the slight up- 
turn im certain lines of trade has been a 
contributing factor. 

The other basis factor in improving con- 
fidence in railroad bonds has been the ac- 
tion of the administration in placing itself 
solidly behind a program for restoring 
the credit position of the roads. In pass- 
ing, may it mot be remarked that this 
action marks a distinctive era in railroad 
history and one that becomes of great 
academic interest, at least, when contrasted 
with the last two previous eras. Memory 
does not have to extend far to repicture 
the administration whose term was no- 
table for “trust-busting” and unsettling 
confiderice in large corporations; then, 
more recently, the administration whose 
chief object seemed to be to pacify the 
labor unions at any cost to the railroads 
themselves. Now we have a new Wash- 
ington attitude which, besides endeavoring 
to give a workable square deal, concen- 
trates on rebuilding the roads by whatever 
means are legitimate and actually effective, 
and without undue concessions—“sops”—to 
either side. 

It may not yet be emphatically stated 
that the day of dangerous industrial ex- 
periments is entirely past; but it may be 
said that a new and clearer light is being 
shed on the possibilities that lie in co- 
operation between the Government and In- 
dustry. 

Industrial bonds in the Middle Grade 
were featured by advances of over 2 points 
each in American Smelting & Refining 5s, 
1947 and Goodyear Tire 8s of 1941. With 
the exception of these changes, the prices 
of industrial bonds in this group held 
steady. 


Speculative Group 


In our Speculative Group the following 
interesting advances occurred : 

Western Maryland Ist 4s, 
points. 

Iowa Central 43, 1951-——1%4 points. 

Denver & Rio Grande Ist 5s, 1955—4 
points. 

Hudson & Manhattan 5s, 
points. 

Third Avenue 4s, 1960—2% points. 

The feature here, of course, was the 5% 
lst refunding bond of the Denver & Rio 
Grande, maturing in 1955 and rated as 
ninth in our list of speculative railroad 
bonds. There were no losses of conse- 
quence in this group. 


Outlook 


The future of the market is as much a 
question of money rates and commodity 
prices as ever. Fundamentals have con- 
tinued rather on the uptrend than the 
down so that there may still be said to be 
a well-defined tendency toward higher 
prices. Investors may well place the great 
bulk of their capital in high-grade bonds 
at this time. 
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Bond Buyers’ Guide 
Better Grade. 
Foreign Governments. 
United Kingdom of Great Britain and Ireland (), OX ee . 8% 
Kingdom of Sweden, @s, 1939 ekny y?' 




















City of Copenhagen (b), 5%s, 1044 .. 78% 
Dominion of Canada (c), 5s, 1981... ag 
Ampoutinn (ce), Ge, BOOB ... .ccesccccccscceneccccccncseerceressesseetens 69 
OE ee re ree 100% 
City of Christiania (b), Se, 1945 .... 2.6 ccc ccc cnc n nn en enn weneenenenees ‘. 9914 
Danish Municipal (b), 8. KK. 86, 1046 .. 2.1.66. cece cnn e eee e wenn nennens 101 
More Speculative. 
French Government (, PRE AUEEUCEEcasccwhchsceesesthsecettasvese 100% 
Kingdom of Belgium (a), Ge, 1985 ... ~~. 6c ccc ccc c nee n wenn uetewneenneee 95 
Kingdom of Italy a, "dus ED mecececeoseecescetecscoenccocesge socene 89', 
Republic of — ° TM, MEE WinbS Sh ce 6 ccncedcbesscesdseeequbecconss 99 
Sac Paulo (b), &s, na et ean dnaadbecehe 98 
PTs XS rrr 100 
Gilt Edge. 
Balt. & Ohio (b), S. W. Div, Ist Mtg. Sts, 1025. ...... 2... cece ec nnnes s2y 
Delaware & Hudson (a), Ist and ref. 4s, 1948. . a 
Southern Pacific (b), Ist ref. DD bebe cedee .. % 
Chicago, Burlington & Quincy ©), Gen. Mtg. 4. 80 
Union Pacific (b), Ist and L. G. 4, 1947 ..... 81 
N. ¥. Central (a), Gen. Mtg. Sis, Bec cccccccvccesese 67% 
Ches. & Ohio (a), Gen. Mtg. 445, 19GB... 2... cc ccc eee n nn nnee 76% 
Atlantic Coast Line Ane SET Dehn nines eanhagaeetesnaatereer es % 
Pennsylvania (a), Gen. oe. Dl dphitne o00600sbOscubenes be Sobetoeh 80% 
Wess Gees Gad, Bes Ge, Be cc ccccccc ccc cccncccsccqeccgeaccces bode oct 73% 
Norfolk & Western (c), } Sl ctxcabhags 6ebtbel svanesecatsveese 78 
Dental Be Beet M.D (e) Gen. be. 2007 bimaeddiantduadavddesbebvaies 96 
naa... ccvehansscaesoupsgumescedeseste 71% 
Chic., BR. I. & Pa. (a), Geom. 45, 1088... 2... cece ccc ee weet tence nenene 72% 
Industrials: 
Armour & Co. (a), RB. E, 4468, 1980 . 2... ccc ccc c ccc cw ne eweweeeeneneees 80 
General Electric (b), Debs. Ss, 1952 ...... 2.0... cee cneees san ae 
International Paper (a), 5s, 1947 ..... . 80 
Bethlehem Steel (c), ref. 5s, 1942. . ey 
Indiana Steel (a), 5s, 1952 .. 90% 
Baldwin Loco. (a), 5s, 1940 . 92 
Wational Tube (a), Se, UDG .. 2... cc ccc ccc cnn nce n enn eeneetewereneeune 92% 
Corn Products 4 ii cite jubagwe oe eveces eenpenersater thueoetven 90 
& ) 4 & % ght sSt PSS SEES rere rrr rer 94% 
Pm, - Utilities 
Tel. & Tel. (c), 8s ee ee ee 85% 
| kN (bd), Gs, 1 1049 re Ee. ts ce bance deedebdeodsendsoosesssedéuns 92 
Dae, Bab. GB Bel. Cad, Ga, WOT on. ccccccccccesccccccccccccectscrcccccecs 84, 
BE. FW. Bal. CB), Grebe, WED .nnccccccccsccccvcccccccccccccccccccccscsese 
Montana Power (Cc), 5s, 1948 ... 2... ccccccctnnncncccneeteetteneeeeees 86% 
Cal. Gas & Electric (a), Ss, 1987 . 2... ccc ccc cece eee we en enenenneeenes 85 
Western Balen Del. (a), Gt60, BSD. 20. crccccccccsescccccccesccessccces 80 
Te. Be Deo Te Eee Mle B Be Gad, Gh, BOGB. .ccccccccccccccccccccccscccees 85 
Railroads Middle Grade. 
Illinois Central (bd), Col, Trust 4e, 10GB . 2... ccc cece cece ene eeennnnee 73% 
Southern Pacific (b), Col. Trust 45, 19490 .... 2.0.66. sce ccc cece n ene eenes 72 
Balt. & Ohio (b), Ist Mtg. 45, 1048 . 2.0.0... cece ceececceeeenenneeues 70 
Norfolk & Western (a), Comv. Gn, 1920 . 2.2... 6c c cc ccc nen enenewnnnnes 108% 
Atchison (a), Conv, 45, 1960 .........-seeee sees. dea cegnatesan sins 85% 
Colo. & Southern (c), Ref. Mtg. 4%s, 1985 ; buecetdoeUbeeceted 76% 
St, Louis, San Francisco (c), Prior Lien 4s, ok Gates eeuiaah 61% 
Cleve., Cin., Chic,, & St. L. (a), Deb, 4%s, 1981 71% 
Ches. & Ohio (b), Conv. 58, 1946....... 82% 
Pere —~y -s~ (c), Ist 5a, 1956 ....... 83 
Kansas City Southern (a), Ist 3s, 1950 57 
Pennsylvania (a), Gen. BED Scesnes 88 
St. Louis Southwestern sh, ETA BED ccnrcaddescoevessitcccucsetve » 2 
Term, R. R. Assoc, of St. Louis (c), Gen. 4s, 1958............ éevens 71 
justrials: 
Wileem & Go. (a), Bet Os, 20GR .... nc ccccecccccccccveresccccecceeces 86%, 
Comp. Tab. & Recording ‘(b), Tt MEE ceaceetcacbedeceseds base cn cusses 
Adams Express (b), ~ ht tthe wane dedbependnenseeenegnenteesées 61% 
Int. Mere. Marine (b DED nikec ees oeeusss 0886s codes creceenenge 79% 
Diamond Match (c), Dob. T348, 1985 ...... ccc ccccccccccccccccvecsecess 104 
Du Pont de Nemours te). DED ehadeneet<epcnaneebwatnecscee ces - 9% 
Lackawanna Steel <>, & i bh Pbbbbehoucpcecctctesdsencatsccessocces 
Bnet Semminss. Cad, BA, BOED cccccccccccccccccvccccccdecccoeseceecceses 
U. 8. Rubber { el ME citahédindus coovencct Seccvescbeces 
Amer. Smelt. & Refining (c), 5s, ‘1947 
Goodyear Tire (c), 88, 1041.1... 6. cee cccccccnnncwcneeneeese 


ties: 
Detroit Edison (c), Refs. 5s, 1940 ... 
Brooklyn Union Gas (a), 5s, 1945 .... 
—_ States Power (b), 5s, 1941 





Railroads: Speculative 
1, Western Maryland (a), Ist 45, 1058 . 2.26... c ccc ecm ew ee nnn nnees 54% 
2. Towa Central (a), Ref, Mtg. 45, 1951... 2... 6. cc cece ccc ween een ewnnuens 40 
8. St. Louis Southwestern (a), Coms. 4s, 1982 . 2... 2... cece cece ecw eennnee Not 
4. St. Louis & San Francisco (c), Adj. Mtg. @s, 1955............-ccseeeees 67% 
6. Southern Rallway (a), Gem. 45, 1956 2... 6... cece cee twee ween eewnneee 57% 
6. Missouri Pacific (b), Gen. 4s, 1975 2... 2... cc cc cece cee eecceceeceeetens 54 
7. Carolina, Clinch. & Ohio (c), Ist a ves bdccdeccbbgooosedeutebesess 73% 
8. Minneapolis & St. Louis (a), Cons, tt webdoaeduensecses tne pw 69 
9. Denver & Rio Grande (c), Ist Ref. - Es gtndunseecddevscrcccenecsece 47 
Industrials: 

1. American Writing Paper (a), @s, 1989 10% 
2. 19382 11% 
3. 91 
4. 73 
5. 6614 
1. 67% 
2. 561, 
3. 52 
4. Public Service Corp. of ©. (a), CM contes taedaedansss i fat ° 
5. Va. Railway & Power (a), ‘in weboscehcss cdden cbiedebdbbocwece cb 
(a) Lowest denomina (0) Lowest demomination, sive. 

Lowest denomination, pee. (d) Lowest demomination, $50. 
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Speculative Bonds for Busmess Men 


_ “ 


For an Investment of About $5,000 


HE recent decline in the call money 

rate to 34%% in the New York 
market is at least an indication of what 
some of our more fortunate business 
men may expect to receive in the way 
of interest on surplus funds, should the 
prevailing depression in business and 
industrial lines be protracted longer 
than most of us now expect. The in- 
variable accompaniment of wide-spread 
and protracted depression in times 
past, so far as this country, at least, is 
concerned, has been great redundancy 
in loanable bank funds. This is gen- 
erally explained by the fact that when 
business is dull and everybody is econo- 
mizing to the limit, commercial funds 
tend to pile up in the banks. The latter, 
being unable to put out these funds on 
acceptable security, are, in consequence, 
forced to make large concessions in in- 
terest rates, and so it has not infre- 
quently happened in the past that banks 
have experienced considerable difficulty 
in putting out call money, or deposits 
subject to check, at anything like a 
reasonable rate of interest. During the 
industrial slump of 1903 and the minor 
panic of 1907, call money in New York 
dropped to as low as 14%, and many 
banks found little demand for funds 
even at that low rate. 

While it must be conceded that exist- 
ing conditions are unprecedented in the 
history of economics and finance, and 
that history is not likely to repeat itsel/ 
in every particular, yet it is a reason- 
able assumption that a period of 
abnormally low interest rates on com- 
mercial funds will be witnessed for a 
time, at least, before general business 
returns to normal. Of course, there 
will be ups and downs in the money 
market, as in the stock market, like 
last week’s rally to 6%; but in all prob- 
ability the rallies will prove to be mere 
flashes in the pan, and the chances are 
that before American business is again 
definitely on the upgrade, we shall wit- 
ness a redundant money market like 
that which characterized periods ~ of 
“hard times” in the past. To be sure, 
this is not the place to discuss money 
market conditions or to forecast the 
tendency of interest rates in the next 
several months, or years; but if past 
experience counts fdr anything in the 
present crisis, we can be fairly certain 
that just as soon as the so-called frozen 
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By D. J. RIORDAN 


credits have been thawed out and 
money again starts to pile up in the 
banks, many of our business men will 
experience more or less difficulty in 
finding satisfactory and lucrative em- 
ployment for funds not needed in their 
business. 

Now assuming that business recovery 
in this country will be a comparatively 
slow process, owing largely to the 
financial and economic prostration of 
our best foreign customers, and assum- 
ing also that money and credit will in 
the meantime become yery plentiful, 
with interest rates declining, if not to 
the extreme low levels of former 
periods of business depression, at least 
to a fairly low range in comparison 
with the level which has prevailed for 
the past several years, the question 
which naturally presents itself to the 
average small business man, is this: 
where can I find a fairly safe, but 


‘readily marketable investment, that will 


not only return a comparatively high 
yield, but which will probably show 
substantial enhancement in value by the 
time that business recovers and my idle 
funds may be employed in the usual 
way? 

This question is not so readily an- 
swered in times like the present when 
sO many important industries are lan- 
guishing under, the identical conditions 
with which the average business man is 
contending. Undoubtedly, the short 
term notes of financially sound corpora- 
tions afford the highest degree of safety 
and probably of marketability. But the 
available yield on such security is not 
particularly attractive, as very few 
bonds or notes of this character can 
be purchased on a basis yielding more 
than 6%. Long-term bonds, purchased 
at current prices, doubtless would give 
satisfaction, as many of them are sell- 
ing at prices yielding anywhere from 
5% to 7%, and even more in some 
cases. But these are purely investment 
securities, and while they may be ex- 
pected to advance appreciably in price 
in the months to come, yet the avail- 
able yields are not sufficient to attract 
the average business man willing to 
assume a certain amount of risk. In 
fact, no business man ever got any- 
where in the business world without 
having occasionally incurred such risks. 

Now the bond market affords many 


unusual opportunities for lucrative in- 
vestments of idle funds, and the busi- 
ness man fortunate enough to have a 
surplus of as much as $5,000 in these 
times, might do well to consider the 
following list of what are known in 
investment circles as speculative, or 
semi-speculative bonds, but which com- 
bine in a high degree the elements of 
unusually high yield and ready market- 
ability, for all seven issues are listed 
on the New York Stock Exchange: 





DETROIT-UNITED RY. Ist 4%s 
Maturity: 1932 
Yield: 11.15% 











Detroit-United Railway Co.’s Ist cons. 
4%s of 1932 have not yet reflected the 
general improvement in the traction 
situation, and appear to be still sell- 
ing considerably out of line. The.re- 
cent price was 59, yielding about 11.15% 


‘at maturity. 


These bonds, outstanding in the 
amount of $14,555,000, are secured bya Ist 
mortgage on all the property, franchises 
and rights of the company, the physical 
valuation of which has been fixed by the 
State Public Utilities Commission at 
$61,302,987. They are subject, it is true, 
to $5,005,000 of prior liens, but it is 
quite obvious, nevertheless, that the is- 
sue is exceptionally well secured. More- 
over, the company is one of the few 
traction companies in this country 
which enjoyed prosperity under the 
generally adverse conditions which pre- 
vailed in the traction field during the 
war period and for some time there- 
after, for not only did Detroit-United 
Railways meet all of its fixed obliga- 
tions during this period, but even con- 
tinued to pay dividends at the rate of 
8% on its stock. 

The company controls the entire 
street railway system of the City of 
Detroit, and in addition has the largest 
interurban electric property in the 
United States, comprising 894 miles of 
electric roads operated under fran- 
chises running from twenty to thirty 
years hence. 





MARKET STREET RWY. CO. Ist 5s 
Maturity: 1924 
Yield: 18% 











Market Street Railway Ist consoli- 
dated 5s of 1924 is an issue of a com- 
pany which has recently undergone a 
very thorough and drastic reorganiza- 
tion. As a result, the company is now 
in a fairly strong financial condition, 
while its earnings have improved to 
such an extent in the last several 
months that the company will not only 
be able to meet all its fixed obligations 
this year, but will earn the full dividend 
on its $11,750,000 prior preference 6% 
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stock, on its $5,000,000 6% Ist pfd. 
stock, with a fair margin of profit for 
the company’s 2nd pfd. 6% stock. 

All the above is being accomplished 
on a 5c. fare. However, the State 
Utilities Commission has ruled that in- 
vested capital is entitled to a return of 
9%, and so it is probable that Market 
Street Railway would have little diffi- 
culty in obtaining an increase in fares. 
Moreover, there is a possibility that the 
City of San Francisco may take over 
the entire traction system, in which 
event the first mortgage 5% bonds 
would be amply protected. Needless 
to say, this would give the bonds a 
substantially higher rating than that 
which they now enjoy, which is a fairly 
good one. : 

Recently the bonds have been selling 
at 70%, on which basis they yield 
about 18% at maturity. 





CHICAGO RAILWAYS CO. Ist 5s 
Maturity: 1927 
Yield: 13.25% 




















Chicago Railways Co. Ist mtge. 
5s, due Feb. Ist, 1927. This bond is 
now selling at about 6434, on which 
basis it yields about 13.25%. The total 
amount outstanding is $59,926,000, and 
there are no prior liens. Each bond is 
certified by the Comptroller of the City 
of Chicago as being entitled to a first 
lien on all the property of the company, 
the official valuation of which as estab- 
lished by Ordinance of the City of Chi- 
cago, must always be at least $30,- 
779,874 in excess of the first mortgage 
bonds. It would appear, therefore, that 
the latter are amply secured. 

Since 1912 the company has always 
earned the interest with a fair margin 
to spare, and should it succeed in get- 
ting the much desired increase in fares, 
its earnings doubtless would be suffi- 
cient to cover the interest requirements 
and leave a large margin besides. 





UNITED RWYS. INVEST. CO. 
s.f. 5s 
Maturity: 1926 
Yield: 14% 











United Railways Investment Co. 
(Pittsburgh issue) Ist lien collateral 
trust s. f. 5s, due May Ist, 1926 are 
outstanding in the amount of $14,942,- 
000, and are secured by a deposit of 
$24,200,000 common stock of the Phila- 
delphia Co., which company is paying 
dividends at the rate of $3 a share per 
annum, e2lthough its current earnings are 
nearly double that rate. 

The stock is now selling around 30%, 
so that the market value of the collat- 
eral (shares having $50 per value) is 
approximately $14,640,000, or about the 
amount of bonds outstanding. But the 
bonds are now selling at about 66, on 
which basis they yield about 14%, so 
that the total market value of the bonds, 
namely $9,861,720, is very much less 
than that of the security which lies 
back of them. In years past, these 
bonds sold as high as 87, or about 21 
points above the current price. The 
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low price registered in 1918, viz. 58, 
certainly indicated a bargain. 

Only 8 points above the extreme low, 
the bonds are still a bargain in the 
writer's opinion. 





LOUISIANA & ARKANSAS RWY. 
Ist 5s 
Maturity: 1927 
Yield: 12.50% 











Louisiana & Arkansas Ry. Ist mort- 
gage 5s, due Sept. Ist, 1927, of which 
$3,951,000 are outstanding, are secured 
by a first mortgage on all the property 
of the company owned or hereafter ac- 
quired, including 273.36 miles of road, 
appurtenances, equipment, ete, or at 
the rate of about $14,500 per mile of 
road operated. Until 1920,;-the bonds 
never sold below 80, and in more pros- 
perous times have sold as high as 9834. 
The present low price can probably be 
explained by the relative unimportance 
of the company. 

Nevertheless, since 1915 the company 
has each year earned its fixed charges 
one and one-half times over, a record 
which not many roads can boast of in 
these times. The bond at 66, the pre- 
vailing price, returns a flat yield of 
about 7.4%, and a yield to maturity of 
approximately 12.50%. 





CHILE COPPER CONV. 7s 
Maturity: 1923 
Yield: 10.10% 











The amount of these bonds at present 
outstanding is $15,000,000. While not 
a mortgage, they are a direct obligation 
of the company and are secured by de- 
posit of the entire capital stock of the 
Chile Exploration Co. of New Jersey, 
which is the actual owner of the im- 
mense copper deposits located at Chu- 
quicamata, Northern Chile, which 
deposits show to date a tonnage of 
positive and probable ore of nearly 
700,000,000 tons. 

These bonds are prior in lien to the 
company’s convertible collateral trust 
6s of 1932, and are convertible at any 
time into the common stock of the 
company at par ($25 a share), with a 
cash adjustment as to interest and divi- 
dends. Under the indenture the com- 
pany agrees that it will not execute any 
general mortgage covering the assets 
of the company, unless it shall first have 
secured the payment of principal and 
interest of these bonds by a mortgage 
or deed of trust of such assets. 

In 1915 these bonds sold as high as 
141, and last year as low as 87%. They 
are now quoted at about 9414, on which 
basis they yield about 10.10%. 





U. S. REALTY & IMPVT. DEB. 5s 


Maturity: 1924 
Yield: 10 + % 











United States Realty & Improvement 
Co. convertible debenture bonds, of 
which about $10,000,000 were outstand- 
ing at the end of the last fiscal year, 
are now selling around 87, to yield until 





maturity slightly over 10%. They are 
a direct obligation of the company, but 
not a mortgage. The company agrees, 
however, that it will not execute any 
general mortgage covering its ass¢ts 
unless it shall first have secured the 
payment of principal and interest of 
these bonds by a mortgage or deed of 
trust of such assets. 

The company owns a controlling in- 
terest in the George A, Fuller (Con- 
struction) Co., and a large amount of 
valuable real estate in New York City, 
including some of its largest office 
buildings. The company has been very 
ptosperous, and has for some time past 
been buying its convertible debenture 
bonds in the open market, Although 
the company is not permitted to buy in 
all of the debenture bonds before ma- 
turity, yet its earnings are so large and 
its cash position is so strong that it: is 
enabled to redeem a large proportion 
of the issue each year. The company’s 
net current assets at the end of last 
year were nearly $2,900,000, of which 
nearly $1,150,000 was in cash, while its 
net income, after charges, for 1921 is 
conservatively estimated at approxi- 


mately $3,000,000. 
Conclusion 


As the reader probably has noted, all 
of the bonds described above are short- 
term maturities, the most distant date 
of redemption being that of the 
Louisiana & Arkansas Railway Ist 
mortgage 5s, which mature in 1927. 
This from the standpoint of the busi- 
ness man who is not looking for a 
permanent investment, but rather for 
temporary employment of idle funds, 
is one of their more attractive features. 
However, it is by no means certain 
that all of these bonds will be paid off 
at maturity. Some of them may event- 
ually be refunded into long term issues, 
but it might be well to consider in this 
connection the possibility of a very ap- 
preciable change in the investment 
situation, and one that may conceivably 
work not only to reduce very materially 
the cost of new capital, but also to es- 
tablish a very much higher range of 
values for even the more speculative 
bonds. Needless to say, this would 
prove of great advantage to purchasers 
of such bonds at this time. 

The unusually high yields which the 
bonds described above afford, are, of 
course, an indication of the specula- 
tive character of these issues. However, 
a number of them must be regarded as 
reasonably safe, at least, while the 
others are of such a character that no 
question can reasonably be raised as to 
payment of interest and principal at 
maturity. Nevertheless, each issue must 
be regarded as a business man’s risk. 
In other words, none is to be consid- 
ered as an ideal investment for one who 
is altogether or largely dependent on in- 
come for sustenance. 

The writer is quite definitely of the 
opinion, however, that one who can af- 
ford to assume whatever risk attaches to 
the purchase of these bonds at current 
prices is taking chances very largely in 
his favor, and will undoubtedly be able, 
sooner or later, to realize a very substan- 
tial profit. 
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The Tire Companies 


High-Priced Inventories Reduced—Satisfactory Production Resumed 


By E. D. KING 





been reviewed. 


ber & Tire and U. S. Rubber. 





Editor’s Note: In our issue of July 9, 1921, we announced a series of articles which, beside 
making a thorough analysis of conditions in various industries, as they actually exist. would review 
the condition and prospects of the leading companies. 
nies, the motor industry and the motor companies and the railroad industry and railroad companies have 


The following article treats upon the American tire industry, and, as well, analyzes the financial 
position and prospects of Ajax Tire, Fisk Rubber, Goodrich, Kelly-Springfield, Keystone Tire, Lee Rub- 


Since then, the oil industry and the oil compa- 








T the beginning of the year, the 

tire stocks together with the auto- 
mobile stocks looked to be about the 
worst sort of security one could own. 
At that time, many of the leading tire 
companies had shut down their plants, 
discharged their help and put out the 
sign “No business will be transacted 
pending alterations.” The “alterations” 
consisted chiefly of getting rid of an 
immense volume of high-priced inven- 
tories which practically every company, 
big and small, had built up on the 
theory that abnormal demand and high 
prices such as were seen last year 
would last forever. 


Getting down to hard work, lopping 
off expenses everywhere, cutting prices 
to meet everybody’s pocketbook and 
selling, selling, selling while production 
was held to an absolute minimum pro- 
duced results. Within a few months 
after the period of darkest depression, 
the tire companies commenced to find 
themselves in a steadily improving posi- 
tion. Their inventories had been cut in 
half, their finances were generally in 
better shape and with the improvement 
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in demand which came with Spring 
they were in pretty fair shape to resume 
production on a generous scale. 

During the past two months, it can 
be safely said that the tire companies 
have rounded the corner. There has 
been an increase in business from prac- 
tically every part of the United States, 
with the exception of the South, and 
now, with the rise of cotton prices, it 
is possible that the South, too, may 
soon commence to buy tires. 

The industry, as a whole, is operating 
at about a 65-70% capacity basis. Some 
companies, indeed, like Kelly-Spring- 
field and Lee Rubber, are actually oper- 
ating at close to 100% and even many 
of the small companies are turning out 
tires at the maximum rate. 


Conditions in Akron 

In Akron, Ohio, which makes about 
65% of the world’s tires and 40% of 
all the rubber goods, business is at 
about 70% of normal. Practically all 
the tire and rubber plants, particularly 
the former, are busily engaged filling 
orders and every resident worker is 
back on the job. What this means to 
Akron can better be appreciated from 
the fact that only a few months ago 
not more than 20% of the regular 


tire factory workers were employed. 

Among the important tire makers in 
Akron, Goodyear, Firestone, Miller and 
Goodrich are coming along in good 
style. Goodyear is back to a 25,000 
tire per day output; Firestone, about 
23,000; Goodrich, about 15,000, and 
Miller, 4,000. 

The Cause of the Improvement 

There have been at least three con- 
tributing causes to the improvement in 
the tire industry. One is the fact that 
tire prices have been very considerably 
reduced, in some cases to levels obtain- 
ing in pre-war times. Another is the 
fact that gasoline and oil prices have 
come down, rendering the operation of 
automobiles more economical and 
thereby increasing the use of automo- 
biles and consequently increasing the 
need for tires. The third is that the 
sustained warm weather has made auto- 
mobiles very attractive. The latter is 
perhaps the chief factor. 

The factories are now engaged in 
filling orders which are steadily in- 
creasing and which will probably con- 
tinue to increase as long as the cost of 
automobile operation keeps declining 
and particularly as long as the weather 
remains favorable. Under normal 
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weather conditions automobiling should 
be attractive for a number of months 
yet, so that most of the tire makers 
should remain on about the same basis 
as at present until possibly in Novem- 
ber, when the demand for tires will 
probably have its seasonal slump. 

AS to the total production of tires 
for the year, it is now possible to ren- 
der a rough estimate. Last year (see 
graph) total production of automobiles 
and trucks amounted to about 1,800,000. 
\t the same time production of tires, 
including those for export use, amount- 
ed to about 43,700,000. The total regis- 
tration of automobiles and trucks at 
the end of the year amounted to about 
9,200,000. Total production of automo- 
biles and trucks this year will probably 
not exceed 1,200,000. The loss to the 
tire manufacturers in production will 
amount to about 2,500,000 tires, on the 
basis of four tires replacement for 
every automobile and truck. Addition- 
ally, there will be probably another 
500,000 tires roughly lost through the 
drop in exports. 

In other words, there will be 3,000,000 
tires less produced this year for new 
automobiles and trucks, including those 
for export purposes. 

The chief loss, however, will come about 
through the decrease in the amount of 
tires used in the first part of the year. 
At that time an abnormally large 
amount of cars were sent to storage 
by owners who did not feel that they 
could afford to run a car. The same 
sort of economy persisted among own- 
ers who ran their cars but who did not 
buy new tires, using their old ones until 
they nearly fell apart. The loss, there- 
fore, caused by public abstinence dur- 
ing the first part of the year is some- 
thing which probably cannot be made 
up even considering the present increas- 
ing rate of production. 

Assuming this year’s rate of tire con- 
sumption to average 3% tires per car, 
on the basis of a national registration 
of about 9,000,000—it probably will not 
exceed that figure, owing to the lower 
rate of automobile manufacture—there 
will be produced this year something 
like 32,000,000 tires, or in other words, 
about 75% of last year’s output. This 











is probably a liberal figure, and should 
weather conditions become unfavorable 
a little earlier than usual, the demand 
for tires would fall off and consequently 
production would be even under the 
figures suggested above. 


Economy Factors 

Of greatest importance is the fact 
that the -tire factories, particularly the 
larger ones have greatly increased 
their efficiency in the past few months. 
They have cut overhead, welfare work 
has largely been abolished and duplica- 
tion of departmental work eliminated. 
The workers have become very effi- 
cient and the per capita rate of output 
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considerably increased. Additionally, 
high priced inventories have been prac- 
tically disposed of and the manufac- 
turers are now in a position to take 
advantage of the low price of the crude 
materials used in tire manufacture. 
Deflation and liquidation in this in- 
dustry has been thorough. The larger 
manufatturers are rapidly working into 
a good financial position. It is a safe 
assertion that for the first time this 
year they are on a money-making basis. 
It is doubtful, however, that the tire 





interests will be able to keep up the 
present pace until the end of the year. 
The weather factor must be considered, 
and in addition economic conditions 
are still too unsettled, although improv- 
ing, to make an increasing rate of tire 
demand a certainty. 

At any rate, the tire manufacturers 
are decidedly in a better position to- 
day than for months past. The diffi- 
culties with which they had to contend 
in the early part of the year and which 
threatened to drive even some of the 
largest manufacturers into receivership, 
have largely disappeared. 

Since the beginning of the year nearly 
all of the important tire manufacturers 
have discontinued dividend payments 
on their common stock. While condi- 
tions have improved and in some in- 
stances the manufacturers are actually 
making money, it is doubtful that divi- 
dends will be resumed in the near fu- 
ture. The companies will probably de- 
side to pay off as: much indebtedness 
as possible and in addition build up a 
surplus before they again feel them- 
selves to be in a position to begin dis- 
bursing dividends. 

The following is an analysis of the 
trade position of each of the tire com- 
panies whose shares are listed on the 
New York Stock Exchange: 

Ajax Tire 

This company is one of the smaller 
tire producers and in common with the 
other manufacturers had a hard time 
of it in the early months of the year, 
so that dividends on the single class 
of stock outstanding were entirely 
passed. Since the end of Winter, how- 
ever, conditions have improved con- 
siderably and now the company is back 
to a 4,000 tire output daily against a 
maximum capacity of 5,000 tires. In other 
words, the company is operating at 
about 80% capacity, which, with one or 
two exceptions, is about the highest 
for any of the tire manufacturers. 

The activities of the company have 
been to a large degree concentrated’ 
since the beginning of the year on the 
reduction of inventories, which stood 
at the highest figure in the history of 
the company at the end of 1920. Ex- 
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Plant of the Kelly-Springfield Tire Company, Cumberland, Md. 
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cellent progress has been made in this 
regard and the company is slowly 
rounding into fair financial shape. 

Ajax has a book value of $48.70 a 
share against the current market price 
of about 22. The company’s plants, 
one at Racine, Wis., and the other at 
Trenton, N. J., are in good shape. In 
addition, the company operates selling 
branches in many of the principal cities 
of the United States. 

At the present price of 23, compared 
with a price of 88 in 1920 and 113 in 
1919, the stock appears to have excel- 
lent market possibilities. 

The company is gradually progress- 
ing toward better things, and while re- 
sumption of dividends at this ‘writing 
appears far off, nevertheless the stock 
is sufficiently attractive on the ground 
of its intrinsic merit to warrant pur- 
chase as a long-range speculation. 


Fisk Rubber Co. 


Proposed new financing plans of the 
Fisk Rubber Co. for the purpose of 
acquiring the Federal Rubber Co., the 
Ninegret Co., or both, have served to 
throw into confusion the present status 
of the common shares. Pending fur- 
ther developments with regard to this 
financing, it will be difficult to render 
an opinion as to the common stock of 
the company which could be counted 
upon to hold after the completion of 
the financing. 

From a trade viewpoint, however, 
the Fisk Co. recommends itself. Since 
May, the company has steadily in- 
creased its output, July production call- 
ing for 175,000 tires against about 
120,000 tires in the previous month. 
The Chicopee Falls plant is now run- 
ning at the best rate in about a year, 
with a night shift employed. 

Inventories have been radically re- 
duced and surplus stocks are being cut 
down. The company is manufacturing 
only for orders, so that inventories of 
finished materials are not being in- 
creased. 

While from a trade viewpoint the 
company seems to be getting along 
satisfactorily, the new proposed financ- 
ing may not turn out to be the best 
thing so far as the interests of the 
common stock holders are concerned. 
On the other hand, it should be stated 
in fairness to the company that this 
may not turn out to be the case at all. 
However, this will depend on develop- 
ments which have not yet matured. 

The Ist and 2nd preferred stock- 
holders, however, seem well protected. 


Goodrich 


Goodrich has reduced its bank loans 
from $29,000,000 to under $15,000,000 
since the beginning of the year. The 
company had a very poor start during 
the first four. months of the year, but 
since then business has picked up re- 
markably. Production of tires is about 
15,000 daily, which is about 50% ca- 
pacity. The footwear division has also 
improved considerably. Mechanical 
goods, however, are not moving so fast 
and this is holding back the general 
showing of the company. On the 
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whole, however, the company is making 
substantial progress. 

Goodrich has been making heavy in- 
roads on its finished tires and with 
present demand increasing, it is possible 
that production will have to be ex- 
panded. Raw materials have been 
worked off to a very considerable de- 
gree, and it is understood that the com- 
pany has recently acquired quantities 
of raw rubber at the low price of 15 
cents a pound. It still has some high- 
priced cotton fabric on hand which, no 
doubt, will be worked off by the end 
of the year. 

Goodrich will not require any money 
this year for expansion purposes, its 
plants being practically completely de- 
veloped and on an efficiently operating 
basis. With business on the present 
scale, in spite of the dulness in the me- 
chanical goods division, the company 
should make further progress with re- 
gard to liquidating its indebtedness. 
However, it does not seem likely that 
common dividends will be resumed 
soon, inasmuch as the year’s earnings 
will probably not show up well on ac- 
count of the losses entailed by inven- 
tory shrinkage and the poor business 
of the first part of the year. Of greater 
importance is the fact that the financial 
position of the company shows im- 
provement and that if this is maintained 


will be charged off against 1921 earnings. 
Next year, however, should see the end 
of new plant expenditures and earnings 
applied more fully to the common stock. 

The ist and 2nd preferred stocks, in 
addition, of course, to the 10-year 8% 
notes appear safe. The common stock 
is speculative but has great intrinsic 
merits. While it is rather high at 42, 
the current price, in comparison with 
some other tire stocks, it offers good 
possibilities over a reasonable period 
of time. Owing to the uncertainty of 
the tire situation, at the beginning of 
the year, cash dividends on this issue 
‘were discontinued, only the 3% stock 
dividend being maintained. By next 
year, however, this strong company 
should be in a position to consider the 
resumption of the cash dividends, in 
which case the stock would naturally 
sell considerably higher than present 
levels. 


Keystone Tire 

During recent months this company has 
commenced to change the character of its 
business, Formerly it was engaged chiefly 
in the selling of what are known as 
“seconds” but it is gradually going out 
of this business and confining itself more 
and more to the manufacture of new tires. 
The price of the Keystone tire is about 
the same as that of other standard makes. 








THE “DEFLATED” TIRE STOCKS (N. Y. Stock Exchange). 
Current High-Low 
Price 1920-1921 Dividends on Common Stock 

RE ctccupcccecceseaneces 23 88-21 Discontinued 3/21, 

. senéedancescancesanes 6h 9 48-8 Discontinued 10/21. 

DE dkacs oviebddaseses 33 87-27 Discontinued 4/21, 

Kelly-Springfield .......... 42 152-25 3% quarterly in stock; $1 quarterly cash 

dividend discontinued 4/21. 

SOD, vancuecnensaceeses 14 48-8 Discontinued 12/20, 

SS “Fees 27 38-17 00, 

Te Gh BUOER «6 cknnddsndces 54 143-48 Discontinued 7/21, 























the company will inevitably work itself 
into a position to warrant the resump- 
tion of dividends. 

The stock is selling at about 33, 
which is not far from the lowest price 
since 1917. At this price, the stock is 
worth considering as a speculation of 
rather superior qualities. 


Kelly-Springfield 

This company is in an exceptional posi- 
tion principally owing to the fact that it 
closed last year’s business with practically 
no high-priced rubber on hand and with 
very little cotton fabric. This year, it 
has been buying crude rubber at prices well 
below 20 cents a pound compared with a 
price of over 50 cents a pound last year. 

Kelly-Springfield is now operating at 
close to capacity and is a month behind 
in filling orders. The tire is an extremely 
popular one and suffers little from com- 
petition with the others. From a trade 
viewpoint this company is in about the 
best position of any of the tire manufac- 
turers and should continue in the fore- 
front indefinitely. The new Cumberland, 
Md., plant is in operation and is con- 
sidered one of the best in the world. Be- 
cause of the cost involved in the erection 
of this plant, 1921 earnings are not likely 
to exceed the present dividend rate, which 
is 3% quarterly in stock. The reason is 
that part of the cost of erecting this plant 
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A vigorous sales policy has increased the 
popularity of the tire and it is understood 
that since Spring demand has increased 
to such an extent as to make necessary 
the extension of the plant facilities. 

At the beginning of the year, the com- 
pany found itself with its surplus cut in 
half owing to the falling off in value of 
the inventories, Efforts have since been 
successfully concentrated on turning this 
into cash and the company is now in a 
better financial condition. Probably by 
the end of the year, the company’s high- 
priced inventories will have been com- 
pletely disposed of. 

Like the other tire companies, Keystone 
was compelled to pass its dividend. This 
occurred at the end of last year. While 
conditions have improved since, it is ex- 
tremely unlikely that dividends will be 
resumed until next year at the earliest. 
The stock has had a marked decline 
since last year, selling down from 48 
to 8. The present price is about 13. 
At this price, Keystone is fairly attrac- 
tive as a long-distance speculation. 


Lee Rubber & Tire 


This concern is making a remarkably 
good showing. Latest reports are that the 
company is operating at close to 100% 
capacity, turning out 200 tires a day. Lee 
Rubber is considerably behind in filling 

(Continued on page 571) 











3, in 


tock 
nsic 
42, 
vith 
ood 
tiod 
r of 
' of 
sue 
ock 
ext 
ny 
the 
in 
ly 
ent 





/ — = se to 

















United Drug Co. 








Is United Drug Cheap at 53? 


NITED DRUG common, which on 

July 25 sold at 83%, on July 27 
touched 54, a decline of 29% points or 
35% in two days. Wall Street inured 
long since to such pyrotechnics, at first 
viewed the collapse with dull indifference. 
But finally the ticker flashed the news that 
Louis K. Liggett, president of the com- 
pany, had placed his affairs in the hands 
of trustees. Here was the personal ele- 
ment, and immediately United Drug be- 
came interesting. The next day the af- 
fair progressed into the picturesque stage 
upon publication of an intimate letter 
from Mr. Liggett to his stockholders. 
This was headed, rather pathetically, 
“Dear Partner,” contained a rather vague 
and emotional account of the president’s 
difficulties, and insisted that the United 
Drug Company as such was in no way 
involved in his embarrassment, but on the 
contrary “is as sound as a nut.” 

The letter is extremely optimistic about 
the condition and prospects of the com- 
pany. Mr. Liggett calls United Drug a 
“sounder industrial than any I know,” 
and says it has no basic right “to be sell- 
ing at its present price,” because “the 
business has been in no way affected.” 


Paradoxical 


Yet, if these things are so, it is not 
entirely clear why Mr. Liggett should 
have come to grief. He insists he has 
not lost heavily in outside operations, nor 
gambled in stocks. It seems his financial 
troubles arise entirely from the decline 
in United Drug, and the decline in the 
United Drug is due entirely to his per- 
sonal difficulties. This sounds paradox- 
ical, to say the least. 

At the outset we must express a doubt 
as to whether either statement is entirely 
accurate. The indications are first— 
which is of lesser importance—that Mr. 
Liggett’s losses are not confined exclusive- 
ly to United Drug; and second—of more 
significance—that the break in the stock 
has more behind it than the president’s 
insolvency. There are grounds for both 
conclusions in the famous letter itself. 
For Mr. Liggett declares he holds 39,000 
shares of United Drug and Liggett’s In- 
ternational common, and that his assets 
have shrunk $5,000,000 in eight months. 
The range of prices during this period 
would point to a maximum loss of $2,- 
500,000 from United Drug stock, leaving 
the balance of the same amount to come 
from other sources. As for the company 
itself, the letter also acknowledges that 
“these are tough times,” that inventory 
losses in sugar, rubber, etc. have been 
taken, and that business for the first six 
months of 1921 fell 12% below 1920. 
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Factors in the Collapse from 83 


By BENJAMIN GRAHAM 


Highly distasteful as it is to discuss 
the financial reverses of an individual, 
any study of the United Drug situation 
must necessarily turn about Mr. Liggett’s 
personal statement. For despite the 
shrinkage of 50% in the market value of 
the common stock since Jan. 1, this docu- 
ment contains the only information pub- 
lished regarding the company’s opera- 
tions so far this year. It is significant 
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that the prospectus of the new 8% bonds, 
dated May 31 last, contained no figures 
more recent than Dec. 21, 1920. The 
writer is at present advised that a report 
will be published in “a week or ten days.” 
But in the meantime seven full months 
have passed without the publication of a 
single figure. The bewildered and appre- 
hensive stockholder is thus reduced to a 
critical and even skeptical examination 
of Mr. Liggett’s manifesto for some clue 
as to the real status of his investments. 

At this point a brief digression regarding 
earning statements may not be entirely 
inappropriate. When United Drug listed 
its stock in New York in October, 1916, 
its.application contained an agreement “to 
publish quarterly an income account and 
a balance sheet.” In common with a great 
many other corporations, this agreement 
has been quietly ignored from the very 
first, and for a full year at a time the 
stockholders have remained ignorant of 
their company’s condition. 

In the halcyon days of prosperity, the 


investor is satisfied with increased divi- 
dends and a rising market, and cares very 
little about dry statistics. But in these 
difficult times the security owner would 
dearly like to know as frequently as pos- 
sible just how his enterprise is weather- 
ing the storm, and he is entitled to this 
knowledge. The organization of the 
New York Stock Exchange has ap- 
parently not yet reached the point 
where it can independently make sure 
that all the agreements contained in the 
listing applications are regularly ob- 
served. But when its attention is called 
to any default in this respect, it quickly 
and energetically brings pressure to 
bear to have the conditions remedied. 
Hence, if wide-awake stockholders will 
insist upon obtaining the reports at the 
periods agreed upon, they can get what 
they want. 


A good many reasons are advanced by 
companies for their failures to publish 
Statements as frequently as promised. 
Some are merely frivolous, such as the 
difficulty of computing income taxes— 
when the earnings can readily be stated 
before tax allowance. Others, with more 
logic, stress the difficulty of frequent 
physical inventories in their line of busi- 
ness. But the cold facts are that there 
are very few large corporations now 
whose offices are not supplied with a 
fairly accurate income account and bal- 
ance sheet at least every quarter. United 
Drug Company itself is a perfect case in 
point. The last listing application was 
dated May 15, 1920, and contained an 
earnings statement and balance sheet for 
the quarter ended March 31, only 45 days 
before. It is now twelve weeks since May 
15, but the earnings for the first quarter 
of 1921 are still to be made public. 

It is at least possible that if last May 
the stockholders had been advised of the 
company’s sales, profits, and financial po- 
sition, some of the more alert and intelli- 
gent among them might have sensed dan- 
ger ahead and acted accordingly. 


Brief History of the Enterprise 


Leaving the field of conjecture, it is 
time to consult the company’s financial 
records for a more solid basis on which to 
rest our analysis of its present position. 
Handicapped as we are in that they reach 
no farther than Dec. 21, 1920, they may 
yet be found to shed some light upon 
subsequent developments. 

The business was originated in 1902 
by forty retail druggists, headed by Louis 
K. Liggett, as a co-operative proposition 
for manufacturing and dealing in various 
products usually sold in drug stores. 
From the first, therefore, the stockholders 
have been chiefly druggists owning so- 
called “Rexall” stores, who handled the 
company’s merchandise. At the present 
time there are 8,000 such stockholder 


agents, while the total number of stock- 
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holders was last December unofficially 
placed at 16,600. In addition to manu- 
facturing and distributing goods to re- 
tailers, the company also operates retail 
stores of its own, known as Liggett Drug 
Stores. In 1916, United Drug merged 
with the Riker-Hegeman-Jaynes inter- 
ests, increasing the number of its retail 
stores to 145. At the end of 1920, 226 
stores were in operation. 

Our graphs present a picture of the 
growth of the number of stores, total 
sales, net profits (before and after taxes) 
for the six years 1915-1920 inclusive. We 
also separate the sales of the retail and 
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wholesale departments. It should be 
pointed out here that the annual reports 
all state earnings before allowance for 
taxes, which are deducted from surplus 
in the next year’s statement. The result 
has been undoubtedly to give many people 
an impression of larger net profits than 
were actually realized. We have revised 
the income accounts to allow for war 
taxes, and have estimated the deduction 
for 1920. 

In order further to picture the progress 
of normal earnings, apart from accidental 
charges or credits to income, we have 
eliminated from the statement for 1919 
the profit of about $1,000,000 realized on 
the sale of Vivaudou, the perfume sub- 
sidiary, and also from the report of 1920 
the loss of $687,000 written off for depre- 
ciation of inventories. 

To reduce the profits to a proper per 
share basis, we have treated all the sec- 
ond preferred as the equivalent of com- 
mon stock from the very beginning, as in 
fact it has practically all been converted 
into common. When the figures are thus 
recast so as to give an insight into the 
real performance of the company, we are 
struck by the exceedingly moderate earn- 
ings shown by the common stock. The 
1920 profits, before inventory shrinkage, 
were the largest on record, and yet were 
only slightly above the 8% dividend rate 
established early in the year. The earn- 
ings for 1920 are referred to by Mr. Lig- 
gett as about $14.28 per share, but in re- 
ality were only $9 per share, after allow- 


550 








ing for taxes and excluding the Vivaudou 
profit—properly a credit direct to surplus. 

Taken in conjunction with the fact that 
the tangible asset value of the stock was 
but $40 per share, it is clear that the 
profits of $9 were far from justifying the 
high price of $175 touched by the issue 
in 1919. 


Balance Sheet Items 


Table I traces the development of the 
chief balance sheet accounts from 1916 
through 1920. In the first three years we 
note that fixed assets were increased but 
moderately, financed through a _ corre- 
sponding small expansion in capitalization. 
Inventories, however, grew from $8,000,- 
000 to $14,000,000 or 75% against a 40% 
increase in sales. Practically all this 
$6,000,000 addition to inventory was 
financed by the expansion of current lia- 
bilities. In 1919, the company sold $7,- 
500,000 of preferred stock, increased its 
surplus by $1,600,000, and realized $700,- 
000 on the sale of the intangible assets of 
Vivaudou. It also reduced its invento- 
ries slightly, despite a 14% addition to 
sales. These operations gave it a cash 
fund of $10,000,000 of which $3,000,000 
was expended on new plants, and the bal- 
ance of current assets—excluding inven- 
position. It ended 1919, therefore, in ex- 
cellent financial condition. 

In 1920, however, we witness a com- 
plete reversal of the tendency toward 
liquid strength exhibited the previous 
year. During the next twelve months 
fixed assets were expanded over $11,000,- 
000 and inventories more than $9,000,000. 
Permanent capital raised, however, to- 
talled only $2,400,000. The result was in- 
evitably a tremendous increase in floating 
indebtedness, and the balance sheet shows 
notes payable of $20,790,000, against none 
in the previous report. Stated differently, 
whereas in 1919 the company had a bal- 
ance of current assets—excluding inven- 
tories—over current liabilities of $3,100,- 
000, in 1920 this figure was transformed 
into a deficit of $14,700,000. 

The wisdom of separating inventories 
from the current assets in analyzing a 
company’s position has been taught the 
investor by many hard experiences in re- 
cent months. In fact the basic difficulty 
with industrials as a whole may be 
summed up in the statement that their 
inventories had ceased to be current as- 
sets. 

The financial condition revealed in the 
1920 balance sheet called imperatively for 
new capital, and hence in June of this 
year, United Drug sold $15,000,000 of 
twenty year convertible 8% debentures. 
The cash thus received has undoubtedly 
placed the company in a much sounder 
liquid asset position. 

Liggett’s International 

An event of first importance during 
1920, was the acquisition of Boot’s Pure 
Drug Co. stock of England and the mer- 
ger of this enterprise with the British 
and Canadian subsidiaries of United 
Drug. The new combination started 
with annual gross sales of $37,000,000 of 
which $32,000,000 was contributed by the 
Boot’s stores. 

By thus adding over 50% to the busi- 
ness under its control, United Drug ex- 
pects to and undoubtedly will effect im- 
portant savings in overhead and opera- 
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tions. This was indeed a striking achieve- 
ment of Mr. Liggett’s, but we must not 
forget that corporations, like individuals, 
rarely acquire something for nothing. 
The price paid for the Boot’s enterprise 
was apparently $22,000,000 of which $12,- 
750,000 is in preferred stock (apparently 
6%) of the English company. The capi- 
talization of the new enterprise is cer- 
tainly topheavy, since the preferred stock 
aggregates $20,500,000, against only $,- 
000,000 of common stock. Of the latter, 
$2,000,000 is called class B, has sole vot- 
ing power, and is all owned by United 
Drug. The $5,000,000 of class A non- 
voting stock was offered to the public. 
The net earnings, after preferred divi- 
dends but before British income tax, were 
estimated at $1,000,000, of which $290,000 
would accrue to United Drug. But to 
obtain this moderate income, United Drug 
guaranteed the 8% dividend on $7,500,000 
of Liggett’s International preferred—thus 
assuming a contingent liability of $600,- 
000 per annum. Even more, in order to 
persuade United Drug preferred stock- 
holders to invest in the new International 
issue, those who subscribed were offered 
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the right to exchange their present hold- 
ings, par for par, for additional guaran- 
teed 8% stock. Hence, if all the pre- 
ferred stock had been so exchanged, 
United Drug would now have substituted 
a yearly fixed charge of $1,200,000 for an 
optional preferred dividend payment of 
$1,050,000. 

No figures have been published as to 
the amount of United Drug first pre 
ferred exchanged for the International 
preferred, so we do not know what is the 
company’s liability on account of the 


guaranteed dividends. It is clear that the - 


control of the Boot’s Company must have 
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been of great value in order to justify the 
assumption of a possible annual obligation 
of $1,800,000 to acquire it. This deal was 
effected on the eve of world-wide defla- 
tion, and whether all its results will be 
satisfactory is very much of a moot ques- 
tion. 

The $15,000,000 bond issue referred to 
above has greatly added to the fixed 
obligations of the company. In addition 
to interest of $1,200,000 the first year, 
the company must pay $750,000 annually 
as a sinking fund. Furthermore it must 
maintain its current assets at 125% of 
current liabilities, including the bonds, 
failing ‘which common dividends must be 
suspended until the required ratio is re- 
stored. On Dec. 31 last, current assets 
were $34,200,000 or only 135% of the cur- 
rent liabilities, which amounted to $25,- 
370,000. If, therefore, the value of the in- 
ventories is reduced by only $2,500,000 
(about 11%) the working capital would 
fall below the required percentage and 
common dividends would have to be de- 
ferred. 

Conclusion 

United Drug has been a successful en- 
terprise, conducted on sound principles, 
and enjoying very able leadership. But 
it started with practically no tangible as- 
sets behind the common stock; and while 
the earnings have been satisfactory, they 
have at no time compared with the war 
record of many other industrials. Yet, 
though denied the extreme benefits of in- 
flation, United Drug has not escaped its 
ill effects. Since the end of 1919, its 
position has been greatly weakened by a 
number of unfavorable circumstances : 
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Between the 


HE Pressed Steel Car Co. manufac- 
tures the bodies and trucks of rail- 
way cars, passenger, freight and street 
cars. The Railway Steel-Spring Co., as 
its mame signifies, produces the steel 
springs, wheels and tires. Since both are 
engaged in the same general field—railroad 
equipment—it would seem that in order for 
one of these companies to get much new 
business the other must benefit also, 


Such was the case until the government 
took over the control of the railroads. 
But during the period of government con- 
trol, which lasted more than two years, 
very little new equipment was purchased 
for the roads, expenditures being confined 
very largely to repair work; and the for- 
tunes of the two companies mentioned dur- 
ing the period were very divergent. The 
Railway Steel-Spring Co. (which company 
did a flourishing business in repair work) 
scored an increase in the amount earned on 
the common stock in 1920 over 1919 of 
about 2%; while earnings on the common 
stock of the Pressed Steel Car Co. fell off 
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1, -Its plant account and inventory 
have ‘both expanded tremendously at 
the peak of costs, threatening severe 
losses in marking them down to a 
deflated valuation. 

2. In floating its new bond issue 
the company has saddled itself with 
heavy interest and sinking fund re- 


of 1921 was smaller in volume and 

no doubt much poorer in profits than 

in the previous year. 

With the most recent figures more than 
seven months old, it seems rash to hazard 
an opinion on prospects and stock values. 
Yet, the writer believes that the facts set 
forth above make the maintenance of 








Net Preferred 

Year after taxes dividends 
ED cecksceane 1,606,000 525,000 
SD «hive ae osarda 2,198,000 525,000 
GD nied sedan 2,817,000 525,000 
See. ecoteesacs 2,507, Roy ond 
MELLEL TO 3,396, ,000 
SED nines enae ew 3,981,000 1,100,000 


920 
1921 (to date).. 


*Profit on Vivaudou omitted. {See text. 


UNITED DRUG CO. COMPARISONS 
(000 omitted) 
TABLE I.—EARNINGS, DIVIDENDS AND PRICE RANGE, 1915-20, 


Balance for common 


fEarned or Dividend 
paid on Price Range 
common High Low 


1,473,000 5,05 TT 80 72 
2,292,000 7.86 $3.75 80 64 
1,982,000 6,79 6,00 90% 69 
2,696,000 9.00 7.50 175% 90% 
2,876,000 9.51 7.75 148 91 
Scenes ose +8.00 106 52% 


tAnnual rate. 





TABLE II.—DEVELCPMENT OF BALANCE SHEET ITEMS, 1915-1920. 
*Other current 


Fixed assets Capitaliza- 




















Year Inventory % Sales assets nct less reserves tion *Surplus 
Ea 5, 18.3% 229 ° ier aden 
era 8,074 22.2 1,226 6,079 87,464 1,410 
GEE - cx cstcane 10,593 26.2 Def. 887 7,382 38,149 2,385 
BEEP “wecccsene 14,119 27.7 Def. 3,927 7,257 38,184 2,762 
1919 ......... 13,978 23.9 3,007 10,392 45,878 4,381 
WIRD ncccccces 116 33.8 Def. 14,776 21,410 48,297 4,245 
*Adjusted for tax reserve. 
quirements, and a working capital common dividends very questionable. 


agreement which may seriously jeop- 
ardize the common dividend. 

3. It has rendered its future still 
more difficult by indefinitely guaran- 
teed 8% dividends on a large amount 
of Liggett International preferred. 

4. Its business during the first half 





The Difference 


Investment Qualities of Two Equipment Stocks 


By B. A. BERNSTORFF 


more than 50% because this concern did 
not share in the repair work. 


Railway Steel-Spring 


The Railway Steel-Spring Company is 
one of the largest, if not the largest, 
manufacturer in the world of steel springs 
for cars and locomotives, steel tired car 
wheels, locomotive and car wheel tires, 
etc. It is only logical to expect that 
when the railroads begin placing their or- 
ders for cars and locomiotives the Rail- 
way Steel-Spring Company, being the larg- 
est manufacturer of its kind, will receive 
a large part of the orders for the steel 
springs, tires, etc. If railroad buying does 
not commence at once, however, it is not 
to be presumed that Railway Steel-Spring 
will necessarily be idle. On the contrary, 
as instanced above, the company can be 
counted on during a period of restricted 
new buying to do a large business in re- 
pair work which, at least, is inevitable. 

The company was incorporated under 
the laws of New Jersey in 1902, at which 
time it acquired the properties of five 
companies engaged in the manufacture of 





Further than that, with the uncertain, 
but potentially heavy losses facing the 
company in inventory shrinkage, and with 
a dubious factor marketwise in President 
Liggett’s trusteeship, the stock holds forth 
very few attractions even at its present 
low price of 53. 
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steel springs. In later years one or two 
of the plants were sold and other plants 
were acquired. Among the properties ac- 
quired were the plants of the Steel Tired 
Wheel Co. and the Latrobe Steel Company. 


At the present time the company owns 
in fee, five plants for the manufacture of 
steel springs, covering approximately 15 
acres and having a combined annual ca- 
pacity of 155,000 tons; two plants (one of 
which also manufactures steel springs) for 
the manufacture of tires, which have a 
combined annual capacity of 150,000 tons; 
and four plants for the manufacture of 
steel-tired wheels, the combined annual 
capacity of these four plants being 62,000 
tons. 

In January, 1920, operations were be- 
gun at the company’s new plant at Mont- 
real, Canada. This plant is owned by the 
Canadian Steel-Tire & Wheel Co., Ltd., 
a company with a capital of $1,000,000, all 
of the stock being owned by the Railway 
Steel-Spring Company, While the figures 
covering the operations of the plant for 
the year 1920 are not reported separately 
(the company showing only a consolidated 
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statement covering all plants), they are 
said to have been entirely satisfactory and 
to have justified establishing the plant. 


Pressed Steel Car Co. 


Pressed Steel Car, organized under the 
laws of New Jersey in 1899, is a con- 
solidation of the Schoen Pressed Steel 
Company and the Fox Pressed Steel 
Equipment Company, which at the time of 
the consolidation comprised practically all 
of the pressed car manufacturing plants 
in the United States. As was said in a 
previous paragraph, the company is not 
a direct competitor of the Railway Steel- 
Spring Co., for it manufactures railway 
cars, passenger, freight and street cars, ap- 
pliances and specialties for railway cars. 

The company has two plants in operation, 
one at McKees Rocks, Pa., and the other 
at Alleghany, Pa. The latter plant com- 
prises 26 acres, 12 of which are covered 
with steel and brick buildings, all equipped 
with modern machinery. It has a capacity 


Foundry Co., has an issue of $1,250,000 
first mortgage 5% bonds outstanding which 
mature on January 1, 1948, The Steel 
Car Equipment Co., another subsidiary, 
also has an issue of $2,200,000 7% equip- 
ment trust notes outstanding which ma- 
ture serially and are guaranteed as to prin- 
cipal and interest by the Pressed Steel Car 
Company. 

In January of the present year the di- 
rectors of the Pressed Steel Car Co. rec- 
ommended increasing the common stock 
from $12,500,000 to $50,000,000 and ex- 
changing the present preferred stock for 
common stock on a share for share basis 
and the declaration of a 20% stock divi- 
dend on the common stock. The stock- 
holders late in March approved this plan 
but the directors at a meeting in April 
decided to defer action in putting it into 
effect. Should this plan be put into ef- 
fect at some future time it is doubtful 
whether the 8% per annum dividend rate 
could be maintained on the increased capi- 
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Paid per share (com.)..... 5%% 


TABLE I—INCOME AND DIVIDENDS 
~~ ——1918 —___, 
ressed 
$8,950,786 $3,1 
$875, 
81.61% 
1% 
$968,750 


24.61% 
7% % 


ressed Railway 
$4,265,282 $3,435,350 
$875,000 000 
34.12% — 


7% 7% %o 
$1,080,000 $1,000,000 $1,080,000 
16.66% 27.12% 18.44% 
8% 8% 8% 





Surplus for year 








$2,107,036 $1,169,854 $2,390,232 $1,410,350 














of 50 cars per day. The McKees Rocks 
plant consists of 96 acres of land, of which 
34 acres are covered with new steel build- 
ings, and has a daily capacity of 90 freight 
cars; while the new steel passenger car 
shops have a capacity of 500 cars per year. 

The total annual capacity of the plant 
consists of 500 passenger cars, 45,000 
freight cars, 120,000 truck frames, 250,000 
bolsters, 18,150 center plates, 

In 1918 the Pressed Steel Car Company 
purchased the plant of the Orenstein- 
Arthur Koppel Co., the American Branch 
of the Berlin house of Koppel, which had 
been taken over by the Alien Property 
Custodian. This plant is operated sepa- 
rately and apart from the Pressed Steel 
Car Co. and is being developed along the 
lines heretofore followed, i. e., the manu- 
facture of a number of types of industrial 
cars, rails and miscellaneous products. The 
Steel Car Equipment Co., which was men- 
tioned above as having equipment trust 
notes outstanding, was organized in 1920 
to finance the construction of 1,000 Stand- 
ard Hopper Cars. All of its capital stock 
is owned by the Pressed Steel Car Com- 
pany. During 1919 one of its subsidiaries, 
the Western Steel Car & Foundry Co., 
acquired a substantial interest in the 
American Steel Co. of Cuba with plants 
at Havana, Cuba. 


Comparisons 

The capitalization of both companies is 
almost identical, each having two classes 
of stock outstanding, as is shown in the 
following table. The last of the Railway 
Steel-Spring Co.’s funded debt, an issue 
of $2,967,000 5% bonds on the Inter-Ocean 
plant, were called and redeemed on October 
1, 1918. While the Pressed Steel Car Co., 
the parent company, has no funded debt, 
its subsidiary, the Western Steel Car & 
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talization. Comparative stock capital of 
the two companies is shown below, in thou- 
sands: 
7——— Authorized 
Railway Pressed 
Steel Steel 
7% Preferred .... $13,500 $12,500 
Common Stock ... 13,500 12,500 
-— Outstanding 
Railway Pressed 
Steel Steel 
7% Preferred .... $13,500 $12,500 
Common Stock ... 13,500 12,500 


Both of the companies have records for 
dividend disbursements on the preferred 
stocks which are unbroken and date back 
to the time of incorporation. There, how- 
ever, is a distinction between these two 
issues of preferred stock insofar as the 
dividends on the Railway preferred are 
cumulative while those of the Pressed 
Steel Car Co. are non-cumulative. 

Payments on the common stocks of both 
companies have been more or less irregu- 
lar, The first disbursement on the junior 
issue of the Railway Steel-Spring Co. was 
in 1904, when 2% was paid. Dividends 
on the common stock of the Pressed Steel 
Car Co. were inaugurated in 1900, when 
6% was paid. The following table gives 
the complete record of dividend disburse- 
ments on the common stocks: 


Railway Pressed 
Steel-Spring Steel Car 
6% 
4 


Stability of Earning Power 

The earnings for the last five years have 
been the best in the history of both com- 
panies. Dividends on stocks of both 
classes were earned by wide margins and 
were gradually increased as earnings war- 
ranted. In the five years to December 31, 
1920, Railway “Steel-Spring earned in 
excess of $101 per share on the common 
stock of which only $28 per share was 
paid in dividends, while the Pressed Steel 
Car Co. earned approximately $90 per 
share. and paid $35 per share. 

Neither of the companies have made 
public the amount of gross sales for the 
last two years, but after deducting de- 
preciation, etc., the net income available 
for dividends compares as shown in Table 
I, herewith. A study of the table will 
help determine the answer to the highly 
important question, “Which of these two 
companies will be able to continue the 
payment of dividends during periods of 
business depressions and besides earn 
enough to pay the dividends without im- 
pairing its working capital?” As the 
table reveals the earnings of the Pressed 
Steel Car Co. in 1920 decreased approxi- 
mately 40% from those of 1919, while the 
Railway Steel-Spring Co. showed an in- 
crease of about 10%. This, of course, was 
due to the fact that the latter company 
manufactures the most essential parts of 
railroad equipment which must be kept 
in running order and are always in de- 
mand, whether new equipment is purchased 
or not. 

Earnings for the first six months of the 
current year are not available as it is the 
custom of these companies to make public 
their statements only at the close of the 
year. It is understood, however, that the 
Railway Steel-Spring Co., has experienced 
an upturn in orders within the last sixty 
days and is now running at between 35% 
and 50% of capacity. 


Conclusions 


While the equipment companies as a 
whole appear to be in line for consider- 
able new business during the next year 
the writer would not advise any one 
to select equipment stocks at random. 
As has been shown, in the case of the 
two companies which might be called 
the right and left hand of the industry, 
one equipment company can operate 
profitably, while the other one loses 
money. 

The common stock of the Pressed Steel 
Car Co. sold as high as 96 in January of 
this year and as low as 56 after the de- 
ferring of the payments on the common 
stock. Currently selling around 60 it is 
believed the common stock is selling too 
high for a non-dividend paying stock. 

The common stock of the Railway Steel- 
Spring Co., is a good business man’s in- 
vestment, the dividend on which appears 
to be amply secured and at its present ° 
price of 77%4 yields about 10.30%. 

The preferred stocks of both companies 
are amply secured by a wide margin of 
earnings and are entitled to a good rating. 
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Courtesy National City Co. 


The Test 


HE day of the easy-spender is over. The time when a man could afford to live as he pleased, to go and come as he 


pleased is past. 


The times demand efficiency. 


Efficiency in the conduct of business. Not one penny can be wasted. Efficiency in the handling of one’s personal funds. 
Chances can no longer be taken. Efficiency, even, in the matter of living. A man needs every ounce of strength, of endur- 


ance, of “‘thought-power”’ to carry him through. 


In the year that is drawing to a close; in the year to follow; perhaps even longer than that, the individual will be under 
a test. It may not be a supreme test; it may not be so severe a test as that in the first few weeks of the war; for all we 
know, the period of stress and strain in business which we all look forward to so resignedly may come and go much quicker 


than we now expect. But while the test goes on, it will have to be met. 


For the business organization as well as for the business man, the test means readjustment. It means remaking depart- 
ments to conform with new standards. It means reducing production of goods that were pushed for the war and post-war 
years; it means concentrating again on the “‘standard”’ lines that have been neglected since an arch-duke was assassinated. 
Wages will have to go down, in some cases, to an extent corresponding exactly with the drop in market value of certain 
products. Every producer will have to produce more, not to help glut an already over-full market, but to help his organiza- 


tion along. Salesmen, instead of “‘receiving”’ prospects, will have to relearn the lost art of finding them, and selling them when 


they’ve been found. 


This is no day for the dilettante. It is no day for the piker. It is no day for clock-watchers. 


Business has started weeding out. 
for AUGUST 20, 1921 
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HEN I bought my first ten shares of 
Allis-Chalmers Common some ten 
years ago, I suppose it was with the idea 
of a foundation of a fortune. I had 
worked some for the company as a laborer 
and knew that some of my college mates 
had gone to work for the company. To 
be sure, my ten shares cost only $100.00, 
but shortly after this the company, which 
was then in hard financial straits, was 
forced to undergo a re-organization, and 
my $10 shares went down to $2 or $3 a 
share. 

I had heard something of the “aver- 
aging” shares, and so I bought twenty 
more shares, I believe at $3 a share. 
Shortly after this the re-organization 
took place and each of my thirty shares 
was to be taxed $10 a share in the re- 
organization. However, I thought I had 
had enough, and I sold my thirty shares 
for about $60. Perhaps if I had paid the 
assessment and kept the stock until the 
present time, or until a short time ago, I 
might have come out even on the invest- 
ment, but I am glad that I did not, for 
it taught me Lesson No. 1—DON’T 
buy stocks because you know someone 
who works for the company. 

It was not very long after this that I had 
saved up a little more money and being 
born in a rural community, I had the idea 
of “invest your money in land,” so I 
thought “what could be better than real 
estate bonds?” At this time I knew some- 
thing about the properties of the —— Real 
Estate Company of New York City; they 
were high class in every respect and con- 
sisted not only of buildings, but also in 
lots and development of lots throughout 
the city. They had a partial payment 
bond plan by which you paid so much 
for 10, 15, or 20 years, at the end of which 
time you had a bond for $1,000, or 
proportionate amounts depending upon 
your payment. The plat seemed to me 
a very good one, for after paying in about 
$140 for 10 years, a 10, 15 and 20 year 
bond combination would practically take 
care of itself, and at the end of the pe- 
riod I would have about $3,500. 

All went well until the Great War came 
along. New York people were frightened ; 
building ceased; there was no demand 
for lots, and too many of the bondholders 
wanted cash for the amounts they had 
put in. The result was that the com- 
pany was forced to go- into the hands 
of a receiver. It is still in the receiver’s 
hands, and although they may eventu- 
ally pay out in part or in full upon the 
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Seven Investment Lessons 


Learned by Experience 
By “THRIFTY JIM” 


bonds I learned two lessions: Lesson 
No. 2—Just because it is real estate 
doesn’t always make it safe investment; 
Lesson No. 3—Even real estate bonds 
may go wrong. 

A friend of mine was interested in an 
investment company which provided and 
guaranteed loans. In order to get these 
loans in the best manner, they found it ad- 
visable to take stock in banks so that they 
could control the banks and through them 
make the necessary loans. This company 
is located in the Northwest and has quite 
a capital. Crops were poor for several 
years and the surplus of the company 
was strained to take care of the loans 
which they guaranteed. As a consequence, 
the dividends on both the common and 
preferred stock were deferred, or at least 
they were not paid, and although I pre- 
sume that a couple of years’ good crops 
will put the company back on a dividend 
paying basis, it may take some further 
time for it to resume dividend paying 
basis. I do not despair of this investment, 
and it is not necessary to mention the 
name of the company, but perhaps it would 
be a good thing to state the lesson which 
this brings home to me: Lesson No. 4 
—Friendship is a poor investment basis. 

Through some friends of the family I 
became interested not jong ago in a South 
American oil company which was ex- 
ploited for developing a tract of land in 
Colombia. From time to time upwards 
of 200 shares were acquired, and as they 
were purchased on a rising scale, a nice 
profit was shown. But about this time 


there came a rumor that still further de- 
velopments might be expected, so I 
thought it would be a good idea to buy a 
few shares on margin. Accordingly 100 
shares were purchased at a price consid- 
erably over my average for the other 
stock. I think these shares did go frac- 
tionally above this price upon two oc- 
casions, but mostly it has hovered from 5 
to 7 points below this price, and the carry- 
ing charges have now advanced the cost to 
about 3 points above the purchase price. 
I do not despair of my investment in this 
stock, for a re-organization and consoli- 
dation has taken place which will eventu- 
ally bring up the value above cost 
of my margined shares, but even at that, 
one of the fundamental rules of investing 
has been forcibly brought home to me in 
this connection: Lesson No. 5—Don’t 
go too close to a margin. 

During the war it was necessary for a 
good many companies to do re-financing 
of one kind or another, and one of the 
methods commonly employed was to put 
out an issue of short termed notes. As a 
rule these notes have been put out upon a 
very attractive basis, with good security 
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behind them; they were put out by re- 
sponsible and reputable banking houses. 
Of course it is true that the rapidly 
changing times and the conditions made 
it almost impossible to tell from one week 
to another what investment basis should 
prevail. As an example of what I mean 
I bought Sinclair notes at 98 and Good 
rich notes at 97, I believe, and of cours: 
was somewhat surprised a few week: 
after the syndicates were closed to fin 
these same notes selling at 90 and 92 
and they are not much higher than tha: 
at the present time. Of course, high money 
rates and present conditions are factors 
which control in a case of this kind, and 
the notes themselves are undoubtedly 
sound and will probably appreciate ir 
value as time goes on. Even this ex- 
perience has taught me another lesson: 
Lesson No. 6, which is—Don’t be too 
anxious to buy securities in a rising 
money market. 

It is always a good thing for going con- 
cerns to put out new issues of stock when 
they are in a favorably financial condition ; 
and that’s what they all try to do, and 
that is when we want to invest in them 
Occasionally stock issues are offered to 
the stock holders first and then to the 
public generally. Quite recently Good- 
year floated quite a stock issue on the 
basis of two shares of preferred and one 
of common for $300 on a supposed basis 
of about $90 for the preferred and $120 
for the common. A glowing account wa; 
given of the great amount of business not 
only in tires, but also in other articles made 
of rubber, which the company was doing.. 
No doubt this is all true, and perhaps 
we should have foreseen that the auto- 
mobile business had practically reached 
the saturation point, and that therefore, 
the tire business would suffer. But no 
one expected that Goodyear common 
would drop from about 130 to below 60 
in the course of a few weeks, even under 
the most adverse tire conditions. No 
doubt Goodyear is as solid as most rub- 
ber companies at this time, and undoubt- 
edly they will come back strongly upon 
a general revival of business. This little 
experience, however, reminds me of 
Lesson No. 7—Beware of the glowing 
prospectus of a new stock issue even 
of a going concern. 

Most of these lessons are known to all 
of us who invest often or periodically. 
But even though we do know them we 
must always be on. the lookout for the 
same pitfalls in a new guise. They are 
seldom dressed the same as upon their last 
appearance, and the only way we can 
really discover them is to constantly be 
on the watch for them. The new guise 
may be so attractive that even though we 
are familiar with the old we are misled 
by it. The only way that I see in which 
we can watch for the pitfalls is to keep 
well informed about the security market 
in general. If I were to sum up lessons 
which the above experiences have taught 
me, perhaps I could do better than to 
say “Know what you are buying.” 
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(1) When Are Stocks Better than 
Bonds? 


A question as old as it is bothersome. 

Theoretically, stocks are never better 
than bonds. Bonds are the first security 
obligation of an issuing corporation. 
While the corporation continues solvent, 
that portion of its earnings necessary to 
pay bond interest must be reserved for that 
purpose before a cent can be paid in divi- 
dends on its shares. 

Moreover, bond interest must be paid if 
earned; whereas dividends can be paid or 
10t paid in the discretion of the directors. 

Should a corporation go on the rocks, 
the first security holders to share in the 
distribution of its assets will be the bond- 
holders; after they have been paid in 
full, and if there’s anything left, the 
stockholders are supposed to get it. 

Actually, stocks are very irequenily bet- 
ter than bonds. In a period of ex- 
traordinarily large earnings, for ex- 
ample, stocks are better than bonds be- 
cause there is no limit, beyond earnings 
and director conservatism, to the extent 
to which stockholders may share in earn- 
ings; whereas, bondholders are limited to 
the interest named on the face of their 
bonds. During the war, many huge divi- 
dends were paid stockholders in steel, cop- 
per, machinery, and similar corporations, 
while the bondholders in these same ccr- 
porations had to be content with their 
usual 5% or 6%. 

This favorable feature is double-bar- 
relled: Stocks that are in line for larger 
dividends naturally become in greater de- 
mand. As a result, their price will ad- 
vance. Thus, the stockholder has the 
choice of sitting tight and collecting large 
dividends or selling out at a goodly profit 
in his invested principal. 





(2) What Mediums Are There for Invest- 
ing Small Amounts? 


This question comes from an income 
builder who thinks the doors are still 
closed to the small fry and that high- 
grade securities are available only to the 
wealthy. Not so. 


A large number of investment mediums 
have opened up to the small investor since 
the war. Most interesting, and among 
the most attractive, are the one-hundred 
dollar bonds in high-grade corporations 
which are more numerous now than they 
used to be. As steady readers know 
(from having followed our Bond Buyers’ 
Guide) bonds in the following corporations 
are available in $100-form: Norfolk & 
Western Railroad; Bethlehem Steel Cor- 
poration; American Telephone & Tele- 
graph; Montana Power; Colorado & 
Southern; Pere Marquette; Diamond 
Match; Lackawanna Steel; U. S. Rubber ; 
American Smelting & Refining; Goodyear 
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Tire; Detroit Edison; Brooklyn Edison; 
St. Louis, San Francisco Railroad. Also 
there are many Government bonds avail- 
able in this form; Liberty Bonds, of 
course; United Kingdom of Great Britain 
& Ireland; Dominion of Canada, etc., etc. 

There are numerous “subsidiary” Gov- 
ernment obligations within reach of the 
small investor. War Savings Stamps, we 
believe, are still to be had. Treasury De- 
partment Certificates of Indebtedness are 
in one-hundred dollar form. 

Then there are the mortgage bonds of 
which so much has been said in past 
issues of the Macaztne. And Farm Mort- 
gage Bonds. 

Small lots of good securities constitute 
good investments. Small investors who 
have the idea that ten shares here and, 
possibly, another ten there is too small an 
assortment to be worth collecting should 
get over that idea. Full and complete 
data, decorated with “actual experience” 
tabulations, have appeared in numerous 
issues of the MaGazine. Readers have 
demonstrated to their own satisfaction that 
a healthy man-sized competence can be 


accumulation of 


built up by persistent 
small lots of stock. 

As for the speculative possibilities of 
securities priced within reach of the small 
investor, it has been shown that, broadly 
speaking, the greatest market profit pos- 
sibilities are contained in low-priced 
stocks, as distinct from high-priced issues. 





(3) Are “Curb Exchange” Stocks Safe 
Now that They Have an Indoors 
Market? 


The question isn’t quite so elementary 
as it sounds. The asker doesn’t imagine 
that being dealt in under a roof will auto- 
matically enhance the intrinsic values of 
securities dealt in on the Curb Exchange. 
He simply wants to know whether the 
indoors market is any better regulated, 
with regard to trading practices, etc., than 
the old market was on Broad Street. 

We don’t pretend to judge; but it’s diffi- 
cult to see how the Curb Exchange, sans 
ticker service, can be much of an improve- 
ment from the customer’s point of view. 





A New Angle on B. & L. 


Associations 


Editor MAGAZINE oF WALL STREET: 
New York. 

Dear Sir:—Although not yet a regular 
subscriber I am in St. Louis about every 
month and always buy at the newsstands. 
I have been much interested in the com- 
ments on B. & L. Associations, as I am 
a B. & L. crank myself. 

The coal fields of Egypt furnish a large 
number of very successful associations. 
One dollar per month per share matures 
$100 in 72 to 75 months. I am putting 
myself on the basis of taking out ten 
shares each quarter. The matured funds 
go into some other investment. So far 
these investments have been local, but I 
intend to become a regular subscriber to 
your magazine and further diversify. At 
present I am in eight different B. & L. 
associations. 

My trouble is that I began too late— 
at age 35—and have been compelled on 
that account to carry too much life in- 
surance to line up with my income, which 
restricts my other investments. 

However, I think I am starting my 
children on the right track. They are 
aged 11, 14 and 18. Each has his own 
bank account, and is required to deposit 
the earnings from bank and coal stock 
which they own, and from which they 
each carry five shares of B. & L. stock. 
I also carry five shares for each. They 


will be required to take out five shares 
each two years and to invest the matured 
cash and keep it intact. For the young 
boy by the time he is 50 it will have ac- 
cumulated more than $40,000, with an out- 
lay of but $15 per month. This is the 
minimum I have set, but they can add as 
much as they are able. 

Each also has some insurance, but I 
have not yet worked that out to a system 
for them. The point I wish to make is 
that a definite system is started on which 
they may enlarge. That is something I 
have never had myself until recently. 

Although I may not be able to put my 
own affairs on the basis I now think they 
should be (yet in five years I think I can 
easily do that) yet if I can start my chil- 
dren from the point I have arrived at I 
shall feel that I have accomplished some- 
thing worth while. I even have dreams 
of being able to help spread the gospel 
of saving and right investing to many 
who are now prodigal and thoughtless. 

I have called the attention of many 
young men of this territory to the won- 
derful- opportunity that exists here and 
have told them that any normal young 
man of less than 25 years, can easily ac- 
cumulate $50,000 to $100,000 by the time 
he is 60 years of age, especially if he is 
a mine worker or an artisan. 

There is coal enough in Egypt, if it could 
be sold at present market prices, to equal 
more than half the present property value 
of the nation. 

Most truly, 
Frep W. Ricwart. 
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Petroleum 





HE two chief features of the oil in- 
dustry, statistically, since the last 
fortnightly review, have been a reduction 
of 25 cents a barrel for crude in Cali- 
fornia (to $1.10 for the bulk of the pro- 
duction) and the alleged increase in new 
production for the country at large. The 
price reduction in California is an indis- 
futable fact, and further emphasizes the 
fact that buyers and consumers remain in 
an economical attitude, leaving production 
in excess of consumption. Concerning the 
Statistical increase in production, there is 
something to be said in explanation, not 
wholly convincing, perhaps, but neverthe- 
less sufficient to cause some doubt as to 
the accuracy of the statistics. 


The American Petroleum Institute, 
domiciled in New York, mails weekly com- 
pilations to the press of the country and 
thus secures wide publicity for its data. 
The compilation of production figures 
weekly—it may be stated with reasonable 
certainty—cannot be much more than esti- 
mates based upon many local reports in 
daily papers and by field scouts talking 
with drillers on wells and owners before 
exact pipe-line gauges for a month are 
obtained. Local papers and reporters are 
prone to exaggerate to swell local com- 
munity pride, frequently estimating the 
initial production of a well a thousand bar- 
rels greater than the gauged flow. When 
these numerous estimates are consolidated 
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Is Production Declining? 


Investigation Impels the Question 


By H. L. WOOD 


the week’s total is often some thousands 
of barrels greater than the quantity of 
crude oil actually run into pipe lines and 
sold. The discrepancies may easily be 
visualized. 

All pipe line companies make official 
reports only once a month, indicating that 
these weekly statements are largely esti- 
mates and not actual. The U. S. Geo- 
logical Survey also issues its production 
reports only once a month, compiled from 
data sent to Washington by producers, re- 
finers and pipe line companies, represent- 
ing 97% of all operators, and are, there- 
fore, fairly representative and dependable. 
This government report covers all crude 
oil actually marketed, but crude oil pro- 
duced in January may not be actually 
sold until June, and the report is not spe- 
cifically accurate when applied to each 
month’s separate production. A govern- 
ment report showing an increase in mar- 
keted production in June may easily and 
naturally include crude oil produced in 
January and run to storage tanks, there- 
fore to that extent is not accurately spe- 
cific as to any casual increase or decrease 
in the volume of crude oil brought to the 
surface during the thirty-day period in- 
volved. With drilling extensively sus- 
pended in many states and hundreds of 
small pumping wells shut down, it is rea- 
sonably certain that production is not in- 
creasing. 

To further illustrate: The July field 
report covering the United States credits, 
the Eldorado field in Southern Arkansas 
with 92 completions and 76,815 barrels of 
new production. Less than half the mar- 
ketable oil produced at Eldorado is regu- 
larly marketed and moved from the stor- 











age tanks, and the price paid varies from 
30 cents a barrel to 70 cents, much of the 


oil being of low grade. The Eldorado 
new production thus loosely estimates 
easily accounts for all the estimated in- 
creases of the weekly statements sent oui, 
and some overage besides. 

Many experienced and conservative pro- 
ducers, comparing their own gauged and 
marketed oil with these supposedly of- 
ficial weekly statements, are becoming in- 
creasingly suspicious of the alleged in- 
creases at a time when the drilling of new 
wells is steadily declining. 


An Industrial Problem 


Crude oil production is maintained, to a 
considerable degree, by many thousands of 
wells that have declined from their flush 
output to what is known as settled pro- 
duction, or to an average per well of two 
barrels a day. In the United States the 
number of producing oil wells approxi- 
mates 280,000, the daily average of all of 
them being four barrels, or 1,112,000 bar- 
rels daily production in the United States. 
East of the Mississippi River, where a 
large percentage of the “settled” wells is 
located, the daily production does not ex- 
ceed 100,000 barrels. In Oklahoma, Kan- 
sas, California, Texas, Louisiana and 
Wyoming many thousands of small pump- 
ers are in the same class. At a dollar a 
barrel these small wells produce so small 
a revenue that their owners are not op- 
erating them, preferring to risk the loss 
of some of the wells and a reduced pro- 
duction later to a present cash deficit. 

In a neighborly talk the other day one 
of the extensive and experienced producers 
and operators of the United States and 
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neglect of these thousands of small wells 
and the welfare of thousands of owners 
who operate them an economic mistake 
that will, unless the policy is changed, 
cause an industrial revulsion of sentiment 
that will find serious expression. This 
analytical operator has undoubtedly given 
expression to a widely existing sentiment 
that as yet hasn’t found itself, but later, 
when thousands of men of limited capital 
are brought together by a common 
necessity, the collective and consolidated 
expression and action will become an 
economic and political issue. And it may 
be said, in passing, that the oil industry 
is not the only one involved. This is not 
a threat, but merely a prediction recorded 
as sentiment crystallizes. 


Deflation and Discrepancies 


Underlying the suspicious attitude main- 
tained by oil producers toward these pub- 
lished statistics pointing to an increasing 
overproduction of crude oil is a feeling, 
entertained by a few men who have been 
in business thirty or forty years and have 
experienced a number of depressions in 
oil, that another decline in the price of 
crude oil may follow these statistical 
week-ends. If consistently maintained, 
these statements—the long-headed opera- 
tors say—will serve as a reason for a price 
reduction. 

When the hot-weather peak of gasoline 
consumption passes, around October, the 
distribution of refined petroleum products 
will be less, and the winter months al- 
ways show minimum consumption. The 
distribution of lubricants, gas and fuel oil, 
and to some extent kerosene, is noticeably 
less than of gasoline and its closely af- 
filiated naphtha and casinghead gasoline, 
the latter two products being largely used 
for blending to add to the volume of mo- 
tor fuel. These three products are carry- 
ing the entire petroleum cost and profit 
load, and when they decline during the 
winter months there will be less oil busi- 
ness. Because of these fundamental facts 
anything like propaganda will react, for 
propaganda is not even the shadow of 
prosperity and must finally be abandoned 
for tangible nourishment. 


Change in Mexico 


In the last sixty days the oil business 
in Mexico has undergone a_ noticeable 
change. In June, anticipating the in- 
creased export tax that became effective 
July 1, the production and shipment of oil 
increased. Beginning with July several 
of the largest operators greatly curtailed 
drilling, laying off field men, and tied up 
many tankers. The immediate result was 
a drop in export shipments from about 
16,000,000 barrels in June to only 5,500,000 
in July, and the Dutch-Shell group was 
responsible for 2,000,000 barrels of the 
total, more than half of their tonnage be- 
ing refined oils. The Dutch-Shell group 
has never questioned government regula- 
tions, but has continued drilling and ship- 
ping steadily, and apparently profitably. 
Outgoing tankers, according to the Tam- 
pico daily paper, carry American field 
workers and their families, to spend a 
vacation in the home country until work 
in Mexico is resumed, which is expected 
before very long. 
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I.am informed by one of the largest 
American operators in Mexico that a 
large percentage of the crude produced 
now is going into storage tanks and that 
there will soon be 50,000,000 barrels of 


Mexican crude in storage. Crude oil at 
the well has been offered as low as 10 
cents a barrel by owners of individual 
wells left without a market by the tem- 
porary suspension of activity. Few tank- 
ers carrying Mexican oil are now seen in 
North Atlantic ports and demand for this 
grade of oil has slackened very noticeably 
in the last sixty days, fuel consumers evi- 
dently not doing the business they for- 
merly did, except in Great Britain, where 
liquid fuel is supplanting coal rather ex- 
tensively. 


° A Domestic Situation 


Further illustrating the erratic demand 
and market position for petroleum, Wy- 
oming is interesting. The range of prices 
there is: Greybull, Torchlight, Grass 
Creek and Elk Basin crude quotations, $1; 
Lance Creek and Osage crude, 95 cents; 
Hamilton Dome, 65 cents; Rock Creek, 
60 cents; Salt Creek and Big Muddy, 50 
cents; Mule Creek and Pilot Butte, 45 
cents; Lander, 20 cents a barrel. Of the 
$1 grade about 9,000 barrels a day is pro- 
duced; of the 95-cent grade about 800 
barrels a day; of the 65-cent grade, 1,500 
barrels; of the 60-cent grade, 5,000 bar- 





rels; of the S0-cent grade, about $2,000 cg. 


barrels; of the 45-cent grade, 900 barrels; 
of the 20-cent grade, 1,000 barrels. Of 
more than two-thirds of all crude oil pro- 
duced in Wyoming, of the 50-cent grade, 
only half of it is being purchased and run. 
The situation in Wyoming seems to be of 
rather whimsical arrangement, although it 
must be admitted that Wyoming produces 
crude oil of more varying gravity and re- 
fining value than any other state, and the 
sparsely-settled Rocky Mountain area 
forces the distribution of much of the 
product in outside and distant territory— 
California to some extent. The Cat Creek 
field in Montana, high-grade crude is in 
similar predicament, with only about 
4,000 barrels a day output, Montana being 
a very skinny oil-producing area. 


Just a Thought 


A close follower of government opera- 
tions, this week, told me: “Appropria- 
tions already made by Congress for the 
current fiscal period total more than the 
market value of all the corn, wheat and 
cotton produced in the United States. 
Adding to the federal appropriations all 
the appropriations made by state, munici- 
pal, county and township authorities, the 
total is considerably in excess of primary 
commodities market values. Just as long 
as there exists a national deficit, national 
prosperity is a misnomer.” 





Transcontinental Oil Company 


Numerous Uncertainties 


ONTINUED inactivity of Trans- 
continental Oil Co. shares at around 
$8 is occasionally commented upon by per- 
sons who fail to realize that wide activity 
by a corporation of large capitalization may 
at times absorb profits. The last published 
statement of the Transcontinental Co., after 
listing assets of $204,330,157 and a gross 
income in 1920 of $22,190,396, showed a net 
profit of $510,144, or 25 cents a share on 
the outstanding 2,000,000 shares of no par 
value. Property account is stated as of 
$195,900,532. Drilling losses of $541,301 
amounted to more than the net profit. 


The Firm of Benedum & Trees 


Members of the firm of Benedum & 
Trees, organizers of the Transcontinental 
Oil Co., were noted throughout the oil 
country as great wildcatters, meaning, not 
as in the mining industry, promoters of 
shady companies, but drillers of wells in 
untested territory in the hope of opening 
new and productive pools, men who had the 
nerve to take chances of acquiring a for- 
tune by drilling test wells on big blocks 
of acreage. 

Contrary to common belief among lay- 
men, the business of wildcatting for oil 
is an honorable iacustry requiring knowl- 
edge of conditions, courage of convictions 
and sufficient cold nerve to keep drilling 
until oil is discovered to recoup losses. 
Fortunes are not made from losses, it is 
true; but a large percentage of the men 
who have succeeded in the production of 


oil acquired the nucleus of their fortunes 
by wildcatting. 

Benedum, Trees and Grayson became 
prominent in petroleum by discovering a 
deep, rich oil sand at Vivian, La., near 
Shreveport, some years ago and by selling 
out to the Standard Oil Company at a 
price of $9,000,000, then considered so 
excessive that a great deal of sympathy 
was offered the Standard because of its 
anticipated heavy loss. Since then, Bene- 
dum and Trees have made money, the 
Standard has made money, and everybody 
is historically happy. 

Having acquired a great deal of acreage 
in the North Texas oil boom, with the 
Arkansas Natural Gas Co. (an organiza- 
tion affiliated with the Transcontinental 
Oil Co.), and completed a rather spectacu- 
lar well in the Desdemona, or “Hog- 
town” district in Comanche county, Texas, 
all properties controlled by the firm were 
assembled and incorporated in the Trans- 
continental Oil Co. 

Later much acreage was acquired in 
South America, the total of all leases 
now listed by the company being 2,252,802 
acres. It is this acreage, doubtless, that 
swells the property account item. Prob- 
ably because of its non-productivity the 
net profits item is correspondingly de- 
flated. Perhaps a simpler translation is 
that a conservative business man considers 
wildcat acreage a liability while a wild- 
catting oil prospector sizes it up as a po- 
tential fortune, A member of the supreme 
court of a western oil state, in considering 
* a case before the court, said: “It is the 
illimitable hope emanating from explora- 
tion and exploitation for petroleum that 
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sustains.the prospector and finds new 
sources of supply for the maintenance of 
the industry.” 


An All-Round Producer 


The Transcontinental Oil Co. produces 
crude oil in many fields, operates several 
refineries and pipe lines (the principal one 
at Fort Worth, Texas), markets its refined 
oils and is a comprehensive organization. 
The Arkansas Natural Gas Co. is a pro- 
ducer and distributer of natural gas in 
Louisiana, Arkansas and Northeast Texas 
and is also a crude oil producer in the 
territory it operates for gas. Its gas lines 
extend from Shreveport, La., to Little 
Rock and Pine Bluff, Ark. Co-ordinating, 
both companies are developing oil leases 
at El Dorado, Ark., and Homer and other 
districts in Northern Louisiana, also in 
North Texas, ? 

Transcontinental oil production and dis- 
tribution is not, however, very extensive 
as to volume, but is geographically, Of 
50 wells drilled in 1920 in Texas, Kansas 
and Oklahoma, only 13 produced oil and 12 
gas, 25—or 50%—being failures. 

The company is drilling wells in Texas, 
Louisiana, Oklahoma, Kansas, Arkansas, 
Wyoming, Montana and South America— 
a rather wide spread—many of them being 
rank wildcat tests that are very expensive. 
If a new, rich pool within transportation 
zones is opened there would be profits 
rather than losses. 


South American Holdings 


Having organized two South American 
corporations, associated with the Arkansas 
Natural Gas Co., Transcontinental has ac- 
quired 1,800,000 acres in Colombia and 
Venezuela, much of it good-looking stuff 
as acreage goes in the oil business, and 
has two test wells under way. For some 
years the completion of a gusher in Mex- 
ico was an actual liability because the 
oil could not be moved and it cost some- 
thing to maintain it before transportation 
facilities were provided. South America 
is in that class now, as to most companies 
holding acreage there. It is currently re- 
ported that the Transcontinental Oil Co. 
is negotiating with a Standard Oil sub- 
sidiary—probably Standard Oil of Cali- 
fornia—to take over all its South American 
holdings.on a development contract similar 
to that entered into by the International 
Petroleum Co., Ltd., of Canada and the 
Tropical Oil Co, of Pittsburgh. By this 
arrangement the Transcontinental would 
probably realize more profit eventually 
than by holding intact. The Maracaibo 
Oil Co. has a similar working arrange- 
ment with a Standard organization, and 
nearly all the companies having acreage 
rights in South America will follow the 
same plan. Eventual profits will be larger, 
but immediate capitalization figures may 
be reduced. 

Conclusion 

Transcontinental shares are purely specu- 
lative because of the uncertainty surround- 
ing its undeveloped acreage and the ex- 
pense of maintaining it as nonproductive 
investment. This is analyzed in the two 
items of capital surplus of $196,772,854 , 
and earned surplus of $694,208. When 
that gap is closed the shares will become 
something more akin to reality. 
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Pierce Oil Co 


Preferred Yields Some 18% 


HE announcement that the Pierce Oil 
Corporation is negotiating a loan 
of $6,000,000, coupled with the current 
quotations of its shares, is an opportunity 
to briefly review its history and position. 
Continued payment of the quarterly divi- 
dend of 2% on the preferred stock seems 
out of line with a quotation of- $45 for 
$100 shares, common stock being ‘quoted 
at around $7 for $25 par. The desired 
loan, via the long-term note route, is to 
be partly applied to the liquidation of 
bank loans of $1,750,000. 


The Career of President Pierce 

The president of the Pierce Oil Corpora- 
tion has had a rather stormy career, dating 
from the beginning of his quarrel with 
Standard Oil interests that owned stock 
control of the Waters Pierce Oil Co., 
twenty-five years ago. After the State of 
Texas finally succeeded in placing nearly 
three million dollars in the state treasury 
from sale of the entire assets of the 
corporation and ousting it from the state 
perpetually, H. Clay Pierce organized a 
joint stock association to avoid the hair- 
curling Texas statutes and named it the 
Pierce-Fordyce Oil Association. This or- 
ganization gathered up the outlawed assets 
of the Waters Pierce Oil Co. and gradu- 
ally assembled a business. 

In 1913 Mr, Pierce bought from the 
Rockefeller interests their equity in the 
annulled Waters Pierce corporation, 
Waters Pierce shareholders receiving 
$1,250 cash and $2,625 in Pierce stock per 
share for their $400,000 of Waters Pierce. 
The Pierce Oil Corporation was thus or- 
ganized and chartered, with the ostensible 
capital of $10,500,000 common stock and a 
one-year 6% gold note issue of $8,000,000. 
The note issue was used to retire $1,250,000 
Waters Pierce bonds due Oct. 1, 1923, and 
$1,400,000 was advanced to the Pierce- 
Fordyce Oil Association on its one-year 
notes; the balance applied on the cash 
payment of $1,500 per share for 2,000 
shares of Waters Pierce stock owned by 
the Rockefeller interests. As additional 
security for the $8,000,000 note loan 88% 
of Pierce-Fordyce stock was pledged. 

Later Capital Changes 

Having thus gotten under way with an 
original capitalization of $21,000,000, half 
preferred (none issued) and half common, 
Pierce Oil Corporation, in 1914, increased 
its capital to $30,000,000, all common, and 
the par value was reduced from $100 to 
$25 per share. Of the new stock $10,500,- 
000 was issued to cover the original com- 
mon stock of the same amount and $10,- 
000,000 was reserved to cover the conver- 
sion privilege of the $10,000,000 ten-year 
6% convertible gold debentures due July 1, 
1924, at $105. There was reserved $6,- 
400,000 for purchase of new properties, and 
the remaining $3,100,000 was a discretion- 
ary reserve. 

On June 23, 1915, the capital was in- 
creased to $33,000,000, being 1,320,000 
shares of $25 par value, with 767,570 shares 
issued. On July 25, 1919, the capitalization 
was further increased to $68,000,000 by the 


issue of $15,000,000 of 8% cumulative pre- 
ferred stock of $100 par, and $20,000,000 
of class B non-voting stock, $25 par, and 
$33,000,000 common stock of $25 par. Of 
the class B stock $15,000,000 was for con- 
version of the preferred stock and $5,000,- 
000 was for general corporate purposes 

The financial reorganization included the 
calling for payment of the outstanding 10- 
year 6% gold debentures due in 1924 and 
all outstanding 5-year convertible 6% notes 
were callable on Dec. 31, 1919, and Jan. 1, 
1920. As dividends are being paid on the 
preferred stock it appears that it has not 
yet been converted. No dividends are to 
be paid on common stock until all deferred 
and accrued dividends on the preferred 
have been liquidated and provision is made 
for the conversion and annullment of all 
preferred. 


Properties and Management 

Pierce Oil Corporation holds about 60,- 
000 acres of oil leases in Texas, 9,000 acres 
in Mexico and some in Oklahoma, Kansas 
and Arkansas. In 1919 the corporation’s 
owned production was only about 1,000 
barrels a day, consisting of scattered small 
wells and several very light wells in the 
Panuco district in Mexico. Five refineries 
of a rated capacity of 42,000 barrels are 
owned and operated, at Sand Springs 
(Tulsa), Okla.; Fort ‘Worth and Texas 
City, Texas, and at Tampico and Vera 
Cruz, Mexico. An 8-inch pipe line con- 
nects the Sand Springs plant with the 
Cushing field and an 8-inch line 100 miles 
long connects the Fort Worth plant with 
the Healdton, Okla., field, the crude from 
which is largely of a fuel base. The Texas 
City plant, near Galveston, runs largely 
on Mexican crude, and the Tampico plant, 
of a rated 12,000-barrel capacity, runs ex- 
clusively on Mexican crude and is a com- 
plete refinery; the small Vera Cruz plant 
has been operated intermittently. Three 
tankers of a total deadweight tonnage of 
9,000 or 83,000 barrels capacity, and motor 
boats and several barges constitute the 
marine equipment. The Sand Springs, 
Texas City and Tampico plants run to 
capacity. 

Marketing Department 

The marketing department of Pierce Oil 
Corporation absorbed the very complete 
and efficient business of the old Waters 
Pierce Oil Co., and has been the strong fea- 
ture of the business, operating in Illinois, 
Missouri, Oklahoma, Texas, Arkansas, 
Louisiana and Mexico, the organization 
for years having had a monopoly in Mex- 
ico, until the Pearson organization (now 
Dutch-Shell) became a factor. The mar- 
keting equipment is extensive. 

The production department has always 
been rather weak in the Pierce organiza- 
tion, many opportunities during the great 
expansion of the Mid-Continent fields ap- 
parently being overlooked, or neglected be- 
cause of lack of capital There was also 
some confusion in the management and 
operation of the refineries. These troubles, 
seemingly, resulted from lack of co-ordina- 
tion and efficient direction in the executive 

(Continued on page 578) 
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fFHE Federal Trade Commission has 

added to its duties the hearing of com- 
jlaints against the promoters of stock 
‘ompanies, with a view to being in posi- 
tion to advise the- stock-buying public 
wainst frauds. Before the creation of 
he Federal Trade Commission the Post- 
fice Department monopolized this espion- 
age. The latest citation issued by the 
Commission is directed to the Lone Star 
Oil Co., of Denver, Col., and its officers, 
complaint having been made that the com- 
pany misrepresented its business when ad- 
vertising through the mails to induce the 
sale of its shares in 1918. The company 
bought a small lease in the Humble, Texas, 
field, was capitalized at 30,000,000 shares 
of a par value of one cent. It developed 
that the money secured from the sale of 
shares went to the man who sold the lease 
to the Lone Star Oil Co. at a greatly 
inflated price instead of being applied to 
development and production. If the Fed- 
eral Trade Commission is desirous of hav- 
ing a full docket it can add 17,384 other 
stock-selling schemes, in oil, to the serial 
number of the Denver concern, now either 
defunct or moribund. 


Standard Oil Earnings 

Our greatest money-making institution is 
the Standard Oil Company of New Jersey, 
the listed value of its holdings being $1,- 
102,312,595, making the largest corporation 
of the world. The 1920 earnings of the 
New Jersey corporation, before payment 
of government income tax, was $164,46l,- 
409. This was $95,000,000 more than the 
1920 earnings of the United States Steel 
Corporation and $100,000,000 more than the 
1920 earnings of the Standard Oil Company 
of Indiana, which is a subsidiary of the 
New Jersey corporation, There is an im- 
pression abroad that the Royal Dutch- 
Shell syndicate is treading on the heels 
of Standard Oil as to value of properties 
and production and general results, and 
that the Dutch and English combination 
is gradually getting the bulge. One cita- 
tion disposes of the contention that Ameri- 
can supremacy in petroleum is about to be 
transferred. Three subsidiaries of the New 
Jersey corporation each produce more 
crude oil annually than does the Royal 
Dutch-Shell and all its subsidiaries out- 
side of Mexico, and one Standard sub- 
sidiary—the Standard of California—is 
producing three times as much crude now 
as the entire 1920 production of the Dutch- 
Shell, which was a little more than 35,- 
000,000 barrels. The production of the 
Standard of California is now 100,000 bar- 


rels daily. 
American Oil 
The new independent and protesting as- 
sociation of crude oil producers, organized 
to secure a tariff on imported petroleum, 
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Wildcatting in Wall Street 


Results of Some Journalistic Drilling 


By “THE OLD SCOUT” 


and to work against Standard Oil, has 
expressed sympathy with the Royal Dutch- 


* Shell syndicate and would like to help 


the foreign organization get a strong 
enough foothold in the United States to 
minimize the Standard’s alleged monopoly 
in petroleum. 

That’s a delicate program, for several 
reasons, one of which brings citizens face 
to face with the problem of foreign en- 
croachment. Our government is engaged 
in the effort to secure an “open door” for 
American oil operators in foreign territory, 
and Standard Oil is chief among American 
oil operators—a sort of playing both ends 
against the middle. 

Furthermore, English and Dutch oil 
operators—and those two countries consti- 
tute the bulk of foreign capital and opera- 
tions in the development of oil territory— 
are technically and temperamentally handi- 
capped for successful competition with 
American operators in the latters’ own 
territory. 


Smith’s Board Bill 


The corporation operating the Biltmore 
Hotel in New York has sued Calvin O. 
Smith of Tulsa to recover the price of a 
week’s board at its tavern, alleging that 
Smith has refused to pay. It is alleged 
by the plaintiff that the said Smith put 
up at the tavern on November 25, 1920, and 
remained there until December 2, 1920—the 
equivalent of a boarding-house week. The 
bill rendered unto Smith by the hotel 
management totaled $1,209.05, and included 
room, meals, telegrams and such incidentals 
as guests at that type of hostelry usually 
indulge in. I'll say that the Biltmore ap- 
pears to be well stocked up with incidentals 
and that Mr. Smith (if the allegations are 
true), incidentally displayed unusual ab- 
sorption capacity. Mr. Smith, in his reper- 
toire, has a dilettante affinity for petroleum. 


Mexican Sidelights 


During July, just ended, there was ex- 
ported from Mexico 5,500,000 barrels of 
crude and treated oil—just about one-third 
of the average monthly exports for each 
of the preceding six months. Of the small 
total the Royal Dutch-Shell and subsidi- 
aries exported 2,000,000 barrels, about half 
of which was refined products. That's 
quite a come down, and seems to need a 
little explanation. 

For one thing, the increased export tax 
that became effective July 1 peeved several 
of the largest American producers and 
shippers, and to demonstrate their dislike 
of the Mexican tax they stopped most of 
their producing activities, laid off many 
employes and tied up many tank steamers. 
Anyhow, tax or no tax, the consumption of 
Mexican oil has noticeably declined, just 
as it declined in the United States and 
other countries, Outgoing oil tankers have 
been pretty well crowded by company em- 
ployes and their families returning to the 
United States to enjoy a vacation until 
work in their line picks up again in 
Mexico. 









The slump has caused a decline in the 
selling price of crude oil in Mexico, one 
large and regular buyer saying he had 
been offered crude oil for 10 cents a barrel 


at the well. During the latter half of 
1920 and the first of 1921 the price of 
Tuxpam or light Mexican crude ranged 
between 40 cents and 50 cents at the well, 
or $1.09 to $1.23 f. o. b. tanker. Much 
Mexican crude oil is going into storage 
tanks pending improvement in demand and 
price. 

These incidents will be noted with pleas- 
ure by the pro-tariff and anti-Standard 
producers in Oklahoma, Texas, Kansas and 
Louisiana, comprising the Mid-Continent 
oil fields. Great Britain will also view 
with approval, as a great deal more fuel 
oil, obtained from Mexico, has been used 
there since the coal miners struck. In 
the meantime our State Department is 
humming that popular cantata, “Open the 
Door, Djamba, While We Fill the Lamps.” 


A Special Price Duet 

Joy-riders in western Ohio, Indiana and 
Illinois are enjoying gasoline at 17.6 cents 
per gallon. It’s a price duet by the In- 
dian Refining Co., of Lawrenceville, IIl., 
and the Standard Oil Co. (Ind.), of Chi- 
cago, Ill. Along the Atlantic seaboard 
gasoline users pay 24 to 27 cents per gallon. 


A Little Truth 
Offered With Some Temerity 


I have been reading, with more or less 
doubt, suspicion and cynicism, florid stories 
about a spectacular oil well and wonderful 
oil field in the Northwest Territory along 
the Mackenzie river, near the Arctic Circle. 
Some of the stories have been well-written, 
from a literary angle, and, doubtless, served 
to fill newspaper and magazine columns 
and to entertain their readers, Average 
readers of daily papers are just readers, 
and, if the subject is unusual and romantic 
and the words employed run smoothly, 
reading is mild recreation; and underlying 
facts, it is easy to assume, are immaterial 
to the average reader who expects a new 
one tomorrow or in later editions. 

Last December I wrote the first detail 
story to appear in any publication descrip- 
tive of the Fort Norman well and the oil 
possibilities of that distant and rigorous 
region, having obtained the data from Im- 
perial Oil, Ltd., Toronto, Canada. That 
company drilled the well about 700 feet 
deep at a cost of approximately $125,000, 
beginning the preliminary work in August, 
1919,-and completing the well late in 
August, 1920. Having to leave the camp 
quickly to get to Edmonton, 1,600 miles 
to the south, before navigation closed, the 
drillers shut the well in after it had sprayed 
oil about an hour. That’s about all that 
was known about the alleged gusher until 
a larger drilling crew went there in June 
of this year by aeroplane, the company 
having had constructed two heavy planes 
to use in transporting men and light ma- 
terial from the end of steel on Peace river, 

(Continued on page 570) 
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Answers to Inquiries 





AMERICAN SHIP AND COMMERCE— 
AN ANALYSIS 


Please 4 me an up to date analysis and 


opinion of American Ship and Commerce and 
your cpinion of the stock at very low prices now 
prevailing.—T. W. H. 

This stock sells in the neighborhood of 
7 on the N. Y. Stock Exchange which is 
within % a point of its low during its 
history and represents a decline from 14 
this year, 40% in 1920, and 47% in 1919. 

The company came into existence 
through the recapitalization of the Wm. 
Cramp & Sons Ship Co., whose stock had 
a very large rise on the N. ¥. Curb from 
around 80 to over 300. This occurred in 
July, 1919, when the present company was 
formed to hold stock of steamship com- 
panies and the basis of its organization 
was the acquisition of Wm. Cramp, the 
former Shawmut Steamship Co. and steam- 
ships acquired from the Kerr Navigation 
Co. 

The company has nearly 700,000 shares 
outstanding, which places a valuation of 
nearly $5,000,000 on the common stock of 
the company. The most favorable feature 
of the 1920 report is the fact that the 
company earned about $1,500,000 net, 
which ‘is about $2.33 a share, as against 
some $2.00 in the previous year. This 
is a rather good showing considering the 
bad state of business during the last six 
months in 1920. 

The company undoubtedly acquired its 
vessels at a very high price but this may 
have been discounted in the decline from 
around 40 to 7 in the stock. On the basis 
of price movement, figuring about 28 a 
share for the stock as “normal,” 7 repre- 
sents one fourth of former values. 

Last year the company had a trifle over 
$2,000,000 cash, nearly $4,000,000 securities, 
receivables $3,700,000, and total assets 
valued at $54,000,000. It has $1,800,000 
of its own notes outstanding but sub- 
sidiaries owe about $10,000,000 in funded 
debt. Accounts payable total about 
$1,160,000 and miscellaneous items about 
$1,400,000, making total liabilities about 
$2,500,000. The financial. position is satis- 
factory and business position sound. The 
board includes W. A. Harriman, Chas. A. 
Hayden, D. F. Dahl (Vice-pres. of the 
Chase National), and Joseph Harriman 
(president of the Harriman National 
Bank). The company is built on a 
solid foundation with the old Cramp or- 
ganization as its backbone. The latter 
company has been building ships for 90 
years, including the “New Ironside” of 
Civil War fame. Cramp made a great 
record during the war, and the company’s 
yard is one of the most complete in the 
United States, occupying 168% acres, the 
main plant covering 47 acres. 

Wm. Averill Harriman has thrown 
himself into the shipping industry with 
great zeal through the American Ship 
Commerce Corp. and it is hardly likely 
that he will not carry through his ambi- 
tious plans when the opportunity comes, 
having surrounded himself with able men. 
A surplus of about $15 a share appears 
on the last balance sheet. 


The stock seems a good long pull specu- 
lation. 





In connection with your advice not to purchase 

Stock in the Rogers Milk Products Company, I 
have made further inquiry and the firm is very 
well recommended and I enclose an article from 
the “Globe” and would ask you to make further 
inquiry.—J. D. 

A representative of the firm of E. H. 
Spence & Co. (who have been active in 
marketing the company’s shares) called 
en us with reference to this Rogers Milk 
Products Company. He defended the com- 
pany with reference to our letter to you 
of July 22. We told him that we would 
like to see a balance sheet and income 
statement for 1920. He stated that there 
was no income statement available and 
when our representative pointed out to 
him that it was necessary to compile such 
a statement for income taxes, he was un- 
able to answer. We of course, stand by 
our letter of July 22 and wish to see ex- 
actly what the company is earning before 
recommending action in reference to a 
purchase of its securities. 

The company is no doubt a legitimate 
one and is strongly endorsed by the 
Globe for the excellent products it puts 
out. Our doubt does not concern the 
products, but the capitalization of the 
company and its earning power. 





SUBMARINE BOAT 


Prospects for Shares 


Will yo 

tion of Submarine Boat? 
stock on the curb some years ago at about 30, 
and I see it is now selling on the Stock Exchange 
below 5. Do you think this compan a 
chance to pull out of its dificulties What 
should I do about my stock? Should I sell, 
hold, or average?—J, B. D. 


u please let me know the financial posi- 
I purchased this 


At an average price of $5 a share, Sub- 
marine Boat is selling in the market at 
$4,000,000 taking into account 800,000 
shares (no par) authorized and about 
750,000 shares outstanding. It is claimed 
that the company is buying its own shares 
from surplus funds and has accumulated 
66,000 shares at an average of 11. The 
company’s ability to do this is the result 
of its comfortable treasury position, in- 
cluding $6,000,000, cash, notes, etc., and 
investments around $1,700,000. The com- 
pany has current assets of over $29,000,000 
but this figure may require scaling down 
as materials in process total around $22,- 
000,000, and must now show a heavy de- 
preciation. 

However, on the opposite side of the 
balance sheet the situation is not so bad 
as the profit and loss surplus of over 
$8,000,000 can be figured at around 
$5,000,000 which would make allowance 
for about $1,500,000 losses in roubles and 
Russian contracts, as well as Federal 
Taxes not allowed for in the 1920 balance 
sheet. There are no items of liabilities 
that are a source of danger as accounts 
payable, $3,000,000, are offset by cash and 
receivables nearly double this amount, 
while notes payable $6,000,000 represent 
purchases from the Government and these 
are due 1921, 1922 and 1923. “Advances 


on contracts,” $7,000,000, is a business item 
that is worked out of by deliveries. 

The company is shown with an excess 
of working capital above liabilities of 
around $12,000,000 which is about $15 a 
share. This is probably too hopeful a view 
of its working capital position, however, 
because heavy allowance must be made for 
the purchase of material supplies in 
Process valued at $22,000,000. However, 
the ratio of working capital has risen from 
9% in 1916 to 33% in 1920. 

The tangible assets applicable to the 
common stock, according to our figuring, 
would amount to about $8 a share, al- 
though other authorities value this item at 
$11 a share. Luckily, the company com- 
pleted its contract with the Shipping Board 
totalling 118 steel vessels during 1920, but 
it has a heavy “paper loss” on 32 vessels 
of similar construction for its own ac- 
count. It also completed 20 steel barges 
for canal operation, which is a relatively 
small item if losses are to be taken. Heavy 
cancellations were in order in 1920 and 
the company now appears to be working 
on structural steel for fabrication. 

From a stock market point of view, if 
financially able to do so, we should hold 
this stock. 


HUPP MOTOR 
Its Outlook 


Can you tell me anything about operations at 
the Hupp plant? How many cars it is buildin 
and what are the expectations for the fail. j 
have some of the stock and would like to know 
whether you believe the present dividends may 
be maintained.—J. B. 

Hupp Motors is one of the few automo- 
bile companies that are said to be operat- 
ing at anything like a normal level. In 
July, it is stated that approximately 1,900 
cars were shipped, the best month since 
July, 1920, when 2,400 vehicles were billed. 
Officials expect there will be a slight letup 
in activity during August, for which month 
it is planned to produce 1,600 cars. Sep- 
tember schedules, however, provide for a 
production of 2,000 cars. There appears 
to be no room for doubt, therefore, that 
the company will be well able to maintain 
the present annual dividend of $1 a share 
on its capital stock. 


GERMAN MARKS 
Any Man’s Guess 

Would you consider the purchase of German 
Marks at present prices @ good, or even a fair 
speculation, if bought with view to holding t 
say four or five years?—B. M. 

Several articles dealing with German 
Marks have appeared in our MAGAZINE. 
We have never seen occasion to become 
enthusiastic as to their outlook. The value 
of paper money, or currency, or even obli- 
gations such as bonds payable in marks 
is extremely problematical and one man’s 
guess as to the outcome of value in a few 
years from now is as good as another’s. 
We believe that you would do better to 
invest your money in some of the Ameri- 
can ‘securities so frequently recommended 
in our MAGAZINE. 
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FARM & HOME SAVING ASSN. 


Please give me complete information as to 
safety regarding the Farm and Home Savings 
Association of Missouri, assets $11,464,661, office 
at St. Lowis, Missouri. % 

I have been a reader of the Magazine for over 
7 years. Sometime ago you brought out regu- 
larly some very fine articles about loan and 
building associations, but the late numbers do not 
say anything about them. What is the reason for 
this? Are they not safe?—C. D. 


The Farm & Home Savings & Loan 
Assn. of Missouri having its head office 
at St. Louis, Mo., has had a remarkable 
growth since its foundation in 1894. You 
will observe from the balance sheet that 
after starting with around $9,000 in assets, 
the company at the beginning of this year 
commenced business with around $10,- 
000,000, although it owns no real estate 
beyond its own office building. This 
means that it was able to clean up all 
transactions arranged between itself and 
its members by means of share subscrip- 
tions and mortgages. Members have re- 
ceived the equivalent of over $2,000,000 in 
its career, in addition to which the com- 
pany has been able to plow back in the 
neighborhood of $4,000,000 into its re- 
sources which shows that the company 
earned a total of around $6,000,000 on an 
original capital of $9,000. 

You will observe that its assets have 
gone forward from year to year without 
any setback and that the company had a 
tremendous growth from the beginning of 
the war until the present time. We be- 
lieve the company to be absolutely safe 
and sound and as a resident of St. Louis, 
we believe that it would be to your credit 
to join an association of this kind, and 
it gives us some pleasure to recommend 
that you do so. 

Regarding articles on Building & Loan 
Associations, we are glad you enjoyed 
those already published and hasten to ad- 


vise you that the recent absence of similar 
articles has been merely due to the pressure 
of other material on our columns. 





THE SUGAR DOWNFALL 
Curious Position 

I send you the particulars of Haytian Ameri- 
can Sugar, and would say I have a large in- 
vestment—large fcr me, namely, $2,000, which I 
can ill afford to lose. I can put up $500 further 
if there was a chance of saving some part of my 
investment. What would you do in - a 
and would you please let me know whet you 
believe the corporation will eventually be on its 
feet againf—H. H. V. > 

We have carefully studied the Haytian 
American Corporation’s position and have 
gone through several documents of great 
length. It is extremely difficult for any- 
one to give an opinion in a case like yours, 
which would involve risking a further 
$500 in the hope of saving your $2,000 
invested in this corporation. We have be- 
fore us the report of the receiver, dated 
June 9, 1921, and he does not seem very 
optimistic regarding the future. A sum 
of $150,000 was spent recently in carrying 
on the business under receivership and a 
further $150,000 is asked for, which would 
be a charge ahead of the notes you hold. 
The receiver believes it would take about 
$1,000,000 to place the company on its 
feet and even then he cannot give any 
guarantee as to future success. 

The whole trouble with the company 
has been heavy expenditure in organiza- 
tion, an expenditure of $3,000,000 for a 
sugar mill, which was unable to operate 
at anything like profit. The sugar mill 
with a capacity of 250,000 tons, ground 
only 55,000 tons in 1919, 45,000 in 1920 
and 65,000 in 1921. In the meantime, with 
sugar at 33c. in place of 1lc. as realized 
for the 1920 crop, it is obvious the com- 
pany could not make a profit. 

The situation is embarrassing and we 





Studebaker Corporation 


How South Bend Plant Was Financed 


N our issue of July 23d appeared an 

article entitled “The Motor Stocks” in 
which the Studebaker Corporation, among 
others, was reviewed. Following publi- 
cation of this article we asked President 
Erskine, of the Studebaker Corporation, to 
tell us what he thought of it. Mr. Erskine 
responded with a very agreeable letter, 
in the course of which attention was called 
to an inaccuracy. We are sure he will 
not object to publication of a portion of 
his letter as a means of correction: 

“IT have just finished reading your ar- 
ticle on the motor industry in your issue 
of the 23d, and as requested in your 
letter, am glad to advise that in my opin- 
ion it is an intelligent and fair statement 
of conditions, and should prove quite in- 
teresting to your. readers. 

“I appreciate your complimentary refer- 
ence to our management and cars, and 
think your summary of our company is 
correct, excepting your reference to the 
South Bend plant being built out of war 
earnings, which is a mistake. In Decem- 
ber, 1919, we issued $15,000,000 of ten 
year serial gold notes to obtain the money 
for this plant, and had the money in the 
bank before we started construction. In 
April, 1920, we sold $15,000,000 of new 
common stock at 105, and anticipated the 
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payment of the gold notes, which were 
cancelled and retired. This fortunate 
capitalization of funded debt was rendered 
possible by the big increase in the market 
price of our stock in the spring of 1920. 
“Yours very truly, 
“A. R. Erskine, President.” 


In a subsequent statement, Mr. Erskine 
says, in part: 

“The business of the Studebaker cor- 
poration in the second quarter was very 
large, surpassing by 50% the best previous 
quarter on record. Had our plants been 
able to reach capacity production April 
1, instead of June 1, results would have 
been approximately 10% greater, because 
our limiting factor was the building up of 
‘production rather than the making of 
sales. In February, the plants were oper- 
ating on a 50% basis, with progressive 
schedules for March, April and May, and 
with June booked for capacity. The de- 
mand for Studebaker cars in the second 
quarter greatly exceeded the supply, and 
our branches and dealers were compelled 
to refund deposits covering orders for sev- 
eral thousand cars because of their ina- 
bility to make prompt deliveries required 
by many prospective customers. In June, 
production reached 8,498 cars, as against 


believe you ought to study very carefully 
the report of the receiver—you could se- 
cure a copy by writing to Rosenberg, Ball 
and Marvin, 54 Broadway, New York, and 
we would also advise you to communicate 
with the protective committee, to hear 
what it has to say. You could secure in- 
formation by writing to Hartshorne & 
Battelle of 25 Broad Street, New York, 
and it is quite possible that Lamborn & 
Co., 7 Wall Street, New York City, may 
be able to send you some literature. It 
looks like a gamble, with $500 more—it 
is nothing more than that. By risking a 
further $500 you may save your money, or 
part of it, but also there is an equally 
good chance of your losing. 





SHOULD A WOMAN SPECULATE? 
A Particular Care 


I am giving you a confidential statement of my 
situation on would ask your frank adwce 
whether I would be successful in speculating in @ 
small way, or would you recommend that I put 
my money into issues like equipment stocks, or, 
perhaps, Republic Steel, Baldwin, or U. S. Steel. 
You will see that I have no money to lose, and 
would be thankful for your honest advice on the 
subject.—M. G. W. 

You would be making a great mistake 
to start trading in stocks. In the first 
place, you are located too far from the 
telegraph station: next your capital is 
very small; next, as your statement says, 
you are in a nervous and run-down con- 
dition. We cannot recommend anything 
but absolute investments: and by invest- 
ments we do not mean stocks like Pressed 
Steel Car, but bonds or preferred stocks. 
Put what little money you have into high 
grade bonds or preferred stocks such as 
are mentioned in THE MAGAZINE OF WALL 
STREET or in common stocks of the class of 


American Telephone & Telegraph. Find 
out exactly what “speculation” is. Don’t 
speculate. 

4,811 in June last year, an increase of 


77%, and in this connection it seems de- 
cidedly worth relating that this 77% in- 
crease was accomplished with 4% less 
men working 14% more men-hours, and 
with a total labor turnover of less than 
5%. This record of effective application, in- 
dustry and loyalty of our productive forces 
is indicative of the devotion of labor to 
duty in the upbuilding of business. A re- 
view of the average wages per man-hour 
earned in June at all plants shows less 
than 7% reduction from the wages of last 
June, which means that our men earned 
practically as much per hour as they did 
last year, and that their total earnings are 
approximately 6% more, because of the 
increase of 14% in total men-hours. 

“Production in all plants is now pro- 
ceeding smoothly on capacity schedules 
which call for 25,000 cars in the third 
quarter, and there is no question but what 
these .cars will be produced and sold, as 
unfilled orders om hand and the extraor- 
dinary demand are quite sufficient to in- 
sure this. Substantial increases in demand 
are coming from the grain states and sev- 
eral other sections, including some export 
markets, where only nominal business has 
prevailed heretofore. With these condi- 
tions prevailing and the noticeable revival 
in general business, the management feels 
sanguine that the business of the corpora- 
tion for the second half of the year will 
exceed that of the first half.” 
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HAT is Speculation? 

Without attempting to _ split 
hairs over this subject, it is enough to 
define speculation as “the buying or 
selling of property for profit.” 

The property bought or sold may be in 
any form. It may be land, houses, com- 
modities, bonds, stocks, or any one of the 
innumerable other forms of property in 
which man is interested. It may even 
take the form of human labor or actually 
the human body, as in the case of our 
pre-Civil war days. 

Simply, the speculator buys something 
which has already been produced or cre- 
ated, with the intention of re-selling it 
at a profit later on. Or he may, as in 
the case of stocks and certain commodi- 
ties, sell first and purchase later (short- 
selling). “With the conclusion of either 
operation, he hopes to make a profit, al- 
though very often—too often—the result 
is a loss. 

Profit or loss, however, what he does is 
“speculation.” 

Speculation in stocks does not vary 
greatly from speculation in other forms of 
property so far as the basic principles are 
concerned. The price of all forms of 
property is subject to the law of supply 

and demand and this applies to stocks as 
well as to other more tangible things. 
Stocks will advance when the demand is 
greater than the supply. They will de- 
cline when the situation is the reverse. 


Back of Supply and Demand 

Broadly speaking, the basic factor which 
creates a demand in excess of supply or, 
at another time, creates a supply in ex- 
cess of demand, will be a change in the 
underlying economic situation. When 
business conditions are favorable, or give 
signs of definite improvement, the pros- 
pect induces a greater demand for stocks 
from potential buyers. Holders, on the 
other hand, realizing the situation, become 
reluctant to sell. Therefore, the stocks 
advance. When the situation is the re- 
verse, buyers become leSs anxious to ac- 
quire stocks and sellers more anxious to 
sell, neither having confidence in the gen- 
eral situation or in the security outlook. 
As a result, prices decline. 

Of course, these movements, which are 
fundamentally natural, are often given 
greater momentum by such artificial means 
as “pool” manipulation for the rise or 
“raiding” by the short interest. (How- 
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ever, those who artificially direct the 
movements of stocks as a rule do not do 
so unless fundamental conditions are fa- 
vorable to the type of movement which 
they are directing. Thus, it is not often 
that a pool or a single important stock 
market operator will do what is known 
as “bucking the trend.” If stock market 
conditions are bad and pessimism is rife, 
it is easier to force the price of stocks 
down than it is to push them up. It is 
for that reason that “bear” pools are so 
successful in such a period. When con- 
ditions are the reverse and public con- 
fidence is restored, the “bull” pools op- 
erate to advantage. Thus, a pool cannot 
create a bull or bear market. This is 
done for them by the underlying condi- 
tions, What the pool does is merely to 
give momentum to the movement which 
is already in operation.) 

Thus, there are two main forces in the 
stock market. One is the natural one of 
supply and demand based on fundamental 
economic conditions, the other is inside 
stock market manipulation either for long 
or short account, as conditions justify. 


What the Speculator Must Know 

Obviously, the outside speculator must 
have a working knowledge of general eco- 
nomic conditions. He must also be 
sophisticated enough to appreciate that 
there are other influences of a more arti- 
ficial type operating in the market; he 
must take all these things into considera- 
tion. 

In addition to this knowledge of funda- 
mental conditions and conditions within the 
stock market itself (the “technical posi- 
tion”) the speculator should possess a 
good knowledge of security values. He 
should know, for example, when a stock 
is selling too high or too low as judged 
by its intrinsic value. This is determined 
partly by the income return (if any) ; part- 
ly by the book value of the stock; partly 
by the price fluctuations of the stock; and 
partly by the past history of the company 
and its outlook. The last factor, the 
“outlook of the company,” is the only 
intangible one and the chief obstacle to 
determining the real value of any stock. 
It is very difficult to forecast what the 
future will bring. 

However, this source of doubt need not 
discourage the true speculator. Were 
there no such “uncertainty element” specu- 
lation in stocks would lose that unknown 
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quantity which gives it its great zest and 
which makes its profit possibilities s: 
great. 

It is obvious that, to speculate profitably, 
so far as possible, guess-work and divina- 
tion should be eliminated. A surprising 
number of people go wrong in the market 
because they “guess” that stocks are go- 
ing up or down instead of doing a little 
thinking and a little figuring. It will never 
harm the investor to know something 
about the history of the company in whose 
stock he is going to speculate and it may 
often save him from disastrous mistakes. 


Methods of Protection 

With speculation obviously so uncertain 
an enterprise, it is not only advisable but 
absolutely essential to take advantage of 
all available means of protection. A few 
“don’ts” may not be out of place here. 

In the first place, it is dangerous to enter 
a commitment, under any circumstances, 
unless there is ample financial backing. 
The speculator should never over-trade. 
The question of what constitutes over- 
trading is not easy to answer, but, in a 
general way, it is probably enough to say 
that not a share of stock should be bought 
or sold by the speculator unless he has 
an ample margin to protect the transac- 
tion in case anything goes wrong. A 
margin of 35% is not too much. Over 
the long range it is better to err on the 
conservative side. 

The speculator should always protect 
himself against possible losses. One means 
of protection is increasing one’s margin 
beyond the 35% level. If the speculator 
is not in a position to put up any more 
than. 35% margin, he may well insure fur- 
ther protection by means of “stop-loss” or- 
Thus, if a stock is bought at 100 
and the speculator is not financially justi- 
fied in taking chances on a decline to be- 
low, say, 97, he should place his order to 
read: “Sell 100 shares A. B. C. at 97 
stop.” Then, if the stock does decline to 
below 97 the stock will be sold auto- 
matically, the transaction concluded and 
the loss limited to 3 points. If the specu- 
lator does not use this stop loss precau- 
tion and the stock keeps declining to 90, 
then to 80, and then to 70 and perhaps 
lower, he risks losing his entire equity and 
being called upon for further margin by 
his broker. 

The stop loss, of course, does not nec- 
essarily have to be a written order. It 
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may be mental. That is, the speculator 
may decide that, if his stock reaches a 
certain point, fixed upon by him in ad- 
vance, he will close the transaction at 
that point. The only disadvantage of 
this method as compared with the other is 
the human tendency to ignore the original 
decision and “stay with” the stock until 
it is too late to act. 

Stop-loss orders, of course, may also 
be used to protect profits. Thus, if the 
speculator has a profit of 10 points on a 
stock and, although believing that there 
are possibilities of a further advance, he 
s unwilling "to risk losing all his profit, 
he may place a stop-loss order so as to 
protect at least part of his profit. Thus, 
if the stock was bought at 100 and it is 
now selling at 110 the stop might be placed 
at 107, thus protecting 7 points of . the 
profit, If the stock kept advancing to 
115, the stop might again be raised; this 
time perhaps 113. This process can be 
kept up indefinitely until the stop-loss is 
finally caught and the transaction finally 
concluded. 

It goes without saying that the stop- 
loss order is a most valuable aid, espe- 
cially to the inexperienced speculator, and 
constant use of this means will save many 
a dollar and avoid many a sleepless night. 


As to Averaging 

On no point with regard to speculation 

there so much difference of opinion 
as on the subject of averaging. This 
is, paradoxically, the safest way of 
making money in the stock market as 
well as the most dangerous. 

The theory of averaging is based on the 
idea that stocks as a rule “come back”; 
for example, that a $50 stock which once 
sold at $100 must. sooner or later make 
up a good portion of the lost ground. 
Similarly, that a stock which once sold 
at 50 and which later advanced to 100, 
will sooner or later decline, say, to 70 or 
80. 

Sometimes, the theory works and some- 
times it doesn’t. It is very unfortunate 
for the speculator who averages, if it 
does not work. 

Averaging is done somewhat after the 
following fashion: Suppose 10 shares of 
stock have been bought at 100. Then 
suppose the stock declines to 90. An- 
other ten shares are then bought, thus 
bringing the average price for the 20 
shares down to 95. Suppose further, that 
the stock declines to 80 and 10 more 
shares are bought. The 30 shares will 
then show an average price of 90. If 
the stock then advances, say, to 90, the 
30 shares can be sold out and the specu- 
lator is none the worse for his adventure. 
Or he may sell the ten shares he bought at 
80, taking a profit on those ten shares, 
holding on to the others, trusting for a 
profit later on. Or he might sell the 10 
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shares bought at 80 and the 10 shares 
bought at 90, holding on only to the 10 
shares bought at 100. 

Suppose, however, as often happens, the 
stock does not recover to 90 but recovers 
to only 83 at a price which is unattractive 
to the speculator, causing him to hold on, 
and then the stock continues its decline to 
around 70 and then to 50 and then to 20. 
There have been instances of such de- 
clines, notably Atlantic Gulf & West Indies 
and Mexican Petroleum. The final result 
would be a terrific loss, only slightly 
made up by little recoveries here and 
there on the line of the decline. 

On the short side, the same applies. A 
man might sell a stock short at 50 and 
again at 60 and again at 70, always rais- 
ing his average sale price; but the stock, 
while it would some day end its advance, 
might never decline to a point to allow 
the speculator to escape with a whole 
skin, much less with a final profit, 

Nevertheless, contrary to general im- 
pression, averaging on the short side pays 
better than averaging on the long side, 
on the principle that stocks go down faster 
and with more force than they go up. 

It is obvious that to average requires a 
very large amount of money. Therefore, 
averaging is suggested only to those who 
are able not only to carfy a stock an in- 
definite distance but who are able to buy 
—or sell—more stock. A speculator who 
enters the market with $500 or so would 
better confine himself to the stop-loss or- 
der and forget all about averaging. 


Methods of Speculating 


Broadly, there are three ways to specu- 
late. One is to confine transactions only 
to the broad swings in the market which 
take a year or two to consummate. In 
this case, the speculator chooses a stock 
which seems to him intrinsically low or 
intrinsically high and which he believes 
will eventually sell at a much higher or a 
much lower price. He disregar.Js all the 
intermediate fluctuations. He is content 
to wait for the “inevitable,” even though 
the stop may go against him by a con- 
siderable margin. Of course, this sort of 
speculation is the broadest and requires 
essentially the widest knowledge of funda- 
mental economic conditions both present 
and prospective, and on the basis of such 
knowledge the transaction is made. 

For example, back in 1914 after the en- 
trance of the war, the speculator might 
have reasoned that shipping companies 
would do a big business and that, con- 
sequently, these shares should be bought. 
International Mercantile Marine preferred 
stock was then selling at around $4 a 
share. The speculator who then acquired 
this stock at about this price and held on 
to it for several years later might have 
sold it for $75 a share. .This would be 
long-distance speculation. It is the kind 
which brings eventually the greatest prof- 
its. One transaction of this sort will very 
often, if successful, produce better results 
than 100 transactions where the motive is 
a quick profit. . 

Also a stock might be sold short on 
the ground that eventually it would sell 
much lower. Thus, with the collapse last 
year in the price of food products, it might 
have been reasoned that farmers would 
not be in a position to buy and that there- 
fore companies like Sears Roebuck would 
be unfavorably affected. Sears Roebuck 








sold this year at around par. It is now 
selling at about 65. The speculator who 
disregarded all temporary conditions in the 
stock market and who sold Sears Roe- 
buck short at par or thereabouts would 
have had a nice profit by this time. 
Secondary Swings 

The second method of speculation is 
to engage in transactions for the secondary 
swings, consisting of movements of five 
or ten points. These occur relatively fre- 
quently. An analysis of the leading specu- 
lative issues will disclose the fact that 
many of them have these 5-10 point fluc- 
tuations as often as 20 times a year, Ob- 
viously therein is contained the possibility 
for good-sized and frequent profits. For 
the normal speculator, this method pos- 
sibly has the greatest attraction. With 
close attention to the market and to un- 
derlying conditions, the speculator should 
be able to engage in 20 of these transac- 
tions a year and come out ahead on the 
majority of them. 

Incidentally, the speculator should 
have his eye not on any particular 
profit or loss but on the net result for 
the year. The number of losses or 
profits does not matter providing the 
final balance is on the right side of the 
ledger, and it is for that reason that 
the speculator should not hesitate to 
take a loss if the occasion demands it. 
There is no man living who can trade 
20 times in succession, year in and year 
out and come out ahead on every trans- 
action. One should not expect impos- 
sibilities, least of all in the stock market. 

The third way to speculate is buy or 
sell stocks for a quick turnover. This 
is pure trading. The speculator buys a 
stock and sells it the same day taking a 
profit or loss or perhaps he sells it the 
next day, but he will not hold his stock 
much longer than that. In any case, he 
closes. his books every week, striking a 
weekly balance. Of course, the profits are 
relatively small and on that basis the losses 
should be relatively small. Unless the 
speculator is in a position to watch the 
tape from opening to closing, he had bet- 
ter not engage in this sort of stock market 
transaction. It is a highly specialized 
work and requires.an intimate knowledge 
of the workings of the tape. This method 
is least suited to the needs of the ordinary 
speculator. It is, on the other hand, the 
ideal method for the professionals whose 
business it is to watch each fluctuation of 
the stocks in which they are interested 
directly and also of some of those in 
which they are not so interested. 


Conclusion 


From the above, it should be obvious 
that speculation is no child’s play. It re- 
quires a high amount of mentality, great 
power of self-repression and knowledge 
of all the factors which enter into the stock 
market. There are many systems of spec- 
ulation, but no one of them is infallible. 
The matter of temperament also enters in; 
what one speculator can do, another may 
not find possible. This is something which 
only the individual speculator can de- 
termine. 

The best system, however, is the one 
which is based on good common sense. 
In the final analysis, this is what counts 
most in the stock market, just as it counts 
most in any other undertaking. 
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Most Industries Still Depressed 


Faint Signs of Turn for Better in Steel—Some Improvement Expected 





STEEL 








Sentiment Improves 


wy the steel movement is still 
disappointingly small, and prices 
are still headed downward, of late there 
has been a more hopeful sentiment among 
the producers. In several concrete in- 
stances it would appear that improvement 
has already started although this is hardly 
of sufficient proportions to be deemed ab- 
solutely conclusive as to the future trend 


of the market. Nevertheless, it is a mat- 


ter of some encouragement. 

Buyers of steel display more confidence 
in the stability of steel prices not so much 
because they do not believe that prices 
will go lower but because they do not be- 
lieve that they will go much lower. 
While steel prices are still considerably 
above pre-war levels—the proper criterion 
for values nowadays—they have already 
had a great decline since the peak of last 
year and the chances are that except in a 
few instances any future reactionary 
movement will not take on large pro- 
portions. . 

Of equal significance is the fact that in 
certain quarters there has been a dispo- 
sition to extend steel purchases. Notable 
among these is the buying which has re- 
cently come into the market for the ac- 
count of railway repair work. Also auto- 
mobile manufacturers are specifying freely 
although heavy buying from this source 
is not expected to hold up much longer. 
Such products as sheets, bars and struc- 
tural shapes have experienced a fairly 
healthy revival in demand. 

In certain manufacturing centers such 
as Youngstown and the Pittsburgh dis- 
trict there has been a slight expansion of 
mill operations. Warehouse business is 
a little better. On the other hand, steel 
exports are not on large volume and this 
is one of the serious factors with which 
the steel interests must contend as they 
are decidedly at a disadvantage with the 
foreign steel interests. 

Pig iron production amounted to only 
850,000 tons in July. This is the smallest 
output since 1903. Prices have continued 
to decline almost continuously for nearly 
a year. Demand is poor. On the other 
hand, the continuously lower rate of out- 
put has rendered the statistical position 
of the commodity fairly strong. Stocks 
on hand are slowly evaporating and with 
the decline in production of pig iron, it 
is only a question of a short period when 
consumers must again enter the market on 
a larger scale than has prevailed hereto- 
fore. 
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THE TREND 


STEEL -- Sats teevene to evi 
mills have increased mill opera- 
tions. —— still show downward 





pected soon. Conditions in the steel 
industry at large are about to im- 
and autumn should see a mod- 
erate recovery. 
ea oyare 


Produc- 
tion in excess of ee and 
stocks are increasing. Further price 
cuts expected. The outlook over the 
next few months is not encouraging. 


SHIPPING—Rates still on downward 
h and 


oreign interests. tack of _ 
mand for shipping 5 
ed G ates for some 


BUILDING_Operations net as great as 
was expected. Building materials 
still too high and labor presents a 


UTILITIES—Cost of opera 
Rates also Slender’ eran trend downward. 
Operating results are improving and 
net earnings show increase. 
SUMMARY—Business conditions are 
= unsettled. Most of the impor- 
industries are stagnant. Buy- 
ay is still of the ee ye 
order. A few industries such as tex- 
tiles, leather and tires show improve- 
ment with faint signs of a turn in 
steel. The bulk, however, remain de- 
pomeet. The outlook over the next 
months is not particularly en- 
some 
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improvement. 

















In a general way, the outlook for steel 
and iron seems a little brighter. How- 
ever, this does not mean that the process 
of readjustment has been completed. There 
are still such matters as high freight-rates, 
and wages and working hours to be con- 
sidered. These problems have not been 
settled yet. Additionally, the downward 
price trend has not definitely ended al- 
though it is nearing that point. Never- 
theless, the fact that there has been an in- 
crease of buying in certain directions is a 
hopeful sign and possibly the autumn 
months will see the beginning of a slow 
upward climb. : 





SHIPPING 











Depression Continues 
Continued stagnation in business is re- 
flected in shipping circles with an ex- 


tremely dull freight market. The general 
tendency has been toward lower ocean 
freight rates. War between American 
and .foreign shipping lines particularly on 
the trans-Atlantic routes has ‘resulted in 
a competitive condition whereby rates are 
being pounded to a point rendering opera- 
tion an unprofitable affair. 

There is very little doing in export coal 
and many American ships are suffering 
from the ending of the English coal strike. 
Rates on grain have been cut, which may 
have an effect toward stimulating this 
trade with Europe. There have been re- 
ductions on intercoastal rates between the 
Pacific and Atlantic coast on a number of 
important items. 

The situation has resulted in further in- 
creasing the amount of idle tonnage. The 
statement is made that there are more 
ships tied up in ports than there are afloat 
and while this is purely conjectural, it at 
least illustrates sufficiently the present 


* chaotic state among the shipping com- 


panies. 

Owing to the decline in rates and earn- 
ing power, the per ton value of ships has 
declined greatly. Practically all the in- 
flation has been taken out of the value 
of these properties. Prices of ships today 
thoroughly reflect the general shipping 
situation. 

With current depression in the ocean 
carrying trade, rates very low, millions of 
tons of idle tonnage, numerous failures 
among shipping companies, small demand 
for shipping space and application for the 
cancellation of contracts, the shipping in- 
dustry does not present a very pleasing 
picture. These columns have repeatedly 
pointed out the unfavorable factors with 
regard to shipping, and events during the 
past year have amply borne out these 
statements. Recognizing the very great 
deflation in rates and the deflation in ton- 
nage value, conditions are not such yet to 
afford the hope that the industry will soon 
make even partial recovery. The position 
of shipping shares throughout the world 
reflects this outlook in no uncertain 
manner. 





COPPER 











Conditions Still Dull 


Inquiry for copper remains light with 
the market in a waiting position. Domes- 
tic demand and likewise foreign shows ab- 
solutely no improvement and sellers are 
wondering how long they will have to 
hold their stocks. Prices show some 
weakness with sales reported under 12 
cents by some of the more hard-pressed 
interests. The important sellers have low- 
ered their price to 12 cents. 

(Continued on page 568) 
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Brokers’ Opinions 
as almost veraciously reported 
By the Office Boy 


Back in the good old days when the 
Scots excelled in golf, and one might 
fortify oneself with a couple of drinks 
before committing a murder, Macbeth, 
chatting with his wife—the lady who in 
Act 5 walks up and down the stage wring- 
ing her hands and crying out against 
some damned spot, probably Yonkers—, 
told her that he had “bought golden 
opinions from all sorts of people.” 

Passing upon opinions as they come, 
large and small, knotty and clear, baked 
and raw, the judicial observer is inclined 
to the belief that Macbeth, if he paid any- 
thing but stage money for those he bought, 
would have done better to invest in some 
oily promoter’s dubious dream. 

Which is all preparatory to the tale of 
how the editor, early this week, told me 
to go out among the brokers and get a 
few market opinions. The readers of the 
(Margin) CALL were supposed to be cry- 
ing aloud for a cloud-by-day to lead them 
across the Desert of High Taxes and Low 
Profits. And the -editor’s idea was that 
a small amount of brokers’ opinions would 
make quite a large-sized cloud. 

My warm-weather idea was to sit in the 
cool office and imagine just as good 
cpinions as I could get by tramping around 
tie Street. But just now jobs are scarce 
so I started out. 

My first flag stop was Lloyd & Com- 
pany’s. Frank Gray was busy studying an 
account of the golf tournament and asked 
me to wait until the rush of business sub- 
sided. 

We talked of golf and baseball, golden 
bantam corn and divorces, tariffs and 
politicians. 

When the discussion turned on politicians 
Frank suddenly became affected by the 
heat or something. It must have been the 


for AUGUST 20, 1921 


heat. Certainly the steward of the 
Wykagyl Club wouldn’t attempt to palm 
off any inferior stuff on the club’s presi- 
dent. But, whatever it was, it surely had 
Brother Gray winging. 

He maintained that the only great leader 
with comprehending vision, good judg- 
ment, common sense and executive ability 
which the country has seen in twenty years 
is Josephus Daniels. Yes sir, he said 
Josephus knows more about finance than 
William Jennings Bryan, more about 
history than Henry Ford, more about the 
sea and ships than a Piute Indian or the 
shipping board, and had more good com- 
mon sense than LaFollette. 

It’s not often one hears a republican 
speak so well of a democratic ex-official. 

Anyhow, Frank became so overwrought, 
and his praise of Daniels became so rough 
and boisterous, I, fearing he would awake 
some of the customers, slid for the elevator 
without staying to get any opinion of the 
stock market. 

But, if Josephus is all that this broker 
says he is, then this present market is 
the greatest bull market which the world 
has ever contemplated. If our ex-Secre- 
tary of the Navy is the most incandescent 
living example of good judgment then Ire- 
land is the world’s oldest republic, George 
Graham Rice its most conservative banker, 
and the prayers of all the faithful its 
greatest need. 





Local News 
Personal and Impertinent 
By the Advertising Manager 


Rumors and tips, rumors and tips, 
When a man takes one, he gets kicked 
"neath the hips. 


For ten or eleven days the Street has 
buzzed with tips to buy Famous Players. 
“The dividend will surely be paid and the 
shorts are about to be run in.” Maybe so. 
But, when General Asphalt was selling 
around 56, every office was deluged with 
bull tips on the stock. The optimists 
weren't entirely wrong. The stock went 
up a quarter of a point before it fell down 
the dumb-waiter. It is whispered around 
that there is weeping and wailing in several 
Philadelphia offices and much wondering 
what is to be done with the Asphalt stock 
which the pool bought above 60. 

, “©. 


Talking with members of the Stock Ex- 
change, one is surprised to learn how many 
of them prefer fishing to all other out-door 
sports. Probably few of the thousands of 
sportsmen in this country and abroad who 
have fished the rushing streams with 
George La Branche in his book “The Dry 


Fly and Fast Water” know that Mr. La 
Branche is an active member of the Ex- 
change, and swears just as politely whem 
business in Texas & Pacific is poor as 
when his fly catches in an overhanging’ 
bough. But George will probably deny 
that he ever is so amateurish as to allow 
an overhanging bough to bother him. 
- wa 


Who was that Curb broker who, after a 
week of the new building, grouched that 
there was a million dollars on the ceiling 
and not a nickel on the floor? 


* * * 


A broker who is right regarding the 
market as often as most brokers told me 
last week that the rails are a purchase 
and will do better before Fall. He told 
me that the rails had had seven lean years 
which would be followed by seven years 
of plenty, because Solomon, who seems to 
enjoy somewhat of a reputation for wis- 
dom, had once predicted that seven years 
of famine will always be followed by seven 
years of abundance. This broker might 
have gotten away with this, but, in the 
expensive restaurant where I eat my 
doughnuts, I sat next to a clergy-nar to 
whom I told this Solomon stcr: 
man of truth denied that * 
mentioned the railroads or seven Jean or 
empty years. He admitted t!.a: seven years 
of plenty in Egypt had once been {>'lowed 
by seven years of want, but w:..:t has 
Egypt to do with the stock market? [I 
never knew an Egyptian who made any 
money in the market, although several 
Syrians in a Broadway office appear to do 
well at playing the stock market, the grain 
market, and matching quarters. 


A Question Answered 


By the Business Manager 


A Constant Reader in Wisconsin desires 
to find out what I think are his chances 
of making money by buying a few thou- 
sand shares of Texon Oil & Land. 

I wish I knew something about my corre- 
spondent’s religious beliefs. There are 
certain sects or denominations who claim 
to cherish the belief that the poor man 
is a ten to one shot against his rich neigh- 
bor when it comes to finding the ultimate 
happiness. The Great Teacher advised an 
inquirer after contentment to take all that 
he had and give it to the poor. To one who 
believes that this was sound advice I 
would say take all that you have and buy 
Texon Oil & Land and I will guarantee 
that you will never experience any great 
difficulty in squeezing through the eye of 
the well-known needle. 
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RECORD 
OF YOUR 
GERMAN 
SECURI- 
TIES? 


Our Foreign Department is 
distributing free copies of a 
valuable register in which to 
keep a complete record of 
your German securities, 

This Department is_ thor- 
oughly conversant with all 
foreign issues and invites 
specific inquiries thereon. 


For your copy 
send for M.W. 19 


Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bidg. 
New York 
Tel. Rector 6770 

















Procrastination 





Many a good oppor- 
tunity is lost forever 
because action was 
“put off” when ordi- 
nary good judgment 
demanded same. 


It. may be averred 
with confidence that 
the present opportuni- 
ties for favorable in- 
vestment will not be 
available for long. 


This situation is dis- 
cussed in the latest is- 
sue of our “Trading 
Suggestions” fur - 
nished upon request. 


If you cannot call, send 
or Circular M.W. 349 
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Wilson & Chardon 


Members Consolidated 
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Active Stocks’ Price Range 


Pre-War Post-War 
Period Period 


Pacific Power & 
Light Co. 


First Mortgage 5s 
SS ae Due August Ist, 1930 
Colum, Gas & Bre 
Columbia Graph. 
= Earnings approximately 
eee. esi oe 3 times snterest 
orveible Steel... charges 


Cuba Cane Sugar 
Yielding over 8% 


Inquiries Invited 
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Theodore L. Bronson & Co. 


Members, New York Stock Exchange 


120 Broadway New York 
Telephone 7580 Rector 
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ATLAS 
Portland Cement 


ONE of the greatest ro- 
mances of American 
business is the development 
of the oil industry during 
the past generation, Pros- 
pects for similar develop- 
ment face the cement in- 
dustry today. 

Good. roads, “one-way” 
roads, roads of the perma- 
nence that only concrete 
can give are one of the 
greatest needs of the day. 
“Ship by truck” is gaining 
impetus daily and the full 
possibilities of the com- 
mercial truck are yet to be 
realized. Road construction 
has not kept pace with the 
vast expansion in the 
motor field, still under 
way. 

The railroads, of neces- 
sity, have spent little upon 
maintenance during recent 
years, and today their 
cement requirements are 
pressing. Bridges, culverts, 
retaining walls, terminals 
call for concrete. 

The housing shortage 
must be made good. No 
building material is put to 
such a variety of uses as 
concrete. It forms the 
foundation, pillars, walls 
and floors of the sky scrap- 
er or the stucco walls of the 
modest dwelling. 


ATLAS PORTLAND CEMENT is in- 
ternationally known. The Atlas 

ortland Cement y was 
contract 
= barrels of cement, the 
owe | contract in the at Seeeery 


power of the Preferred pe Com 
ne Stocks this omar 





Information concerning the secur- 
ities of the Atlas Portland 
Cement Company will be 
sent upon request. 


Tobey & Kirk 


ESTABLISMED 1073 
‘embers { N: York Stock Exchange 

se of ae y+ hg Ba gy tara 
25 Broap St.,New York 


208 So. La Salle St., Chicago 
Direct Private Wire to 





Pittsburgh Cleveland 

















TRADE TENDENCIES 
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As heretofore, accumulated stocks hang 
over the market like a deadweight. There 
is still a considerable amount of distress 
material ‘ready to be thrown on the mar- 
ket and until this is out of the way stabili- 
zation of copper prices cannot be looked 
for. Speculative holdings of copper are 
at last being forced on the market and 
with the complete elimination of this ma- 
terial, the copper situation should show 
some improvement. However, this will 
take a long time. 


Foreign conditions are adverse to im- 
provement in copper demand. Exports 
have fallen off considerably from the 
highest level of several months ago, prin- 
cipally owing to the decline in exchange 
values and also to competition on the part 
of British sellers. Germany is commenc- 
ing to use Britain as her copper market 
in return for increasing British trade. 
Stability in exchange rates is imperative 
if our copper exports are to increase. Thus 
far, principally owing to the uncertainty 
‘ over the future course of exchange on ac- 
count of the method of payment with re- 
gard to German reparations, there is little 
indication that exchange rates will harden 
in the near future on a level much higher 
than that presently obtaining. 

Broadly, the outlook for copper at least 
over the next month or two does not ap- 
pear satisfactory. While production is 
almost nil and many of the largest pro- 
ducers have completely shut down, the 
surplus is still retained at imposing pro- 
portions and it is axiomatic that a good 
share of this must be removed before 
prices can advance again and production 
once more be greatly increased. 

Interest in the tin market is almost neg- 
ligible. Prices are at about the lowest 
for the year without attracting buyers. 
The trend is still downward. 

Zinc is practically lifeless. The zinc sur- 
plus is around 92,000 tons which represents 
a very large surplus for this metal. Zinc 
is subject to special influences in addi- 
tion to the fundamental factors now 
operating and it is hardly likely that, de- 
spite present lack of demand for the metal, 
prices will decline further. The reason is 
that most of the metal has been placed 
beyond the market by the leading zinc 
interests and that they are not going to 
sell it until more favorable prices can be 


obtained. With improvement in business, 
zinc will go higher. 

Lead is fairly steady although there is 
very little activity. Conditions remain 
about the same in this market and no 
marked change one way or the other is 
looked for. 





PUBLIC UTILITIES 











Declining Costs 


While most of the industrial companies 
are still in the grip of unprecedented de- 
pression, the very factors which are tend- 
ing to hamper these companies, are work 
ing out to the advantage of the publi 
utility systems. In practically every re 
spect—finance, rates, cost of operation anc 
public relations the utilities show improve 
ment. 

The gas companies, in particular, are 
favored by present economic conditions. 
The price of gas oil, which is one of the 
principal items of expense, has been very 
considerably reduced and the cost of 
operation to that degree lowered. Some 
companies like the Consolidated Gas of 
New York have profited so much from 
the low price of gas oil that they have 
voluntarily reduced their rates from the 
level to which they were entitled by re- 
cently granted rate increases. This tend- 
ency is becoming more pronounced in vari- 
ous sections and very probably the lower 
operating costs will permit lower gas rates 
within the near future. One of the ad- 
vantages. of this liberal policy on the part 
of the gas concern is that it increases pub- 
lic good-will, a highly desirable thing for 
these companies. 

The electric power companies are show- 
ing satisfactory results with coal prices 
reduced considerably from the highest 
levels of last year. Operating expenses 
here also are on the downward path and 
companies in this class generally are pro- 
ducing satisfactory results. 

The street railway systems in some 
parts of the country are still struggling 
with adverse factors, mostly the results 
of past conditions, but are gradually 
rounding the turn toward normal condi- 
tions. The prevailing tendency is to cut 
wages and there have also been some at- 
tempts to cut rates which were increased 
in the past two years or so. 

Broadly two definite trends are becom- 
ing apparent in the public utility field, One 
is the trend toward lowering operating 








MARKET STATISTICS 


N.Y.Times Dow, Jones Avgs. 
40 Bonds 20 Indus. 20 Rails 


Monday, Aug. l........ 71.00 69.68 
Tuesday, Aug. 2......... 71.09 69.95 
Wednesday, Aug. 3...... 71.18 69.71 
Thursday, Aug. 4.. . 71.18 69.50 
Friday, Aug. 5......... 71.18 68.61 
Saturday, Aug. 6........ 71.11 68.56 
Monday, Aug. 8........ 70.94 68.63 
Tuesday, Aug. 9.......... 70.74 68.00 
viedasae., Aug. 10.... 70.71 66.71 
Thursday, Aug. 11...... 70.46 66.42 
Friday, Aug. 12......... 70.28 66.88 
Saturday; Aug. 13.. . 70.32 66.75 
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N. Y. Times 
7—50 Stocks—— 


High Low Sales 
74.03 64.61 63.82 404,725 
75.21 65.10 64.08 309,110 
74.42 65.37 64.18 506,510 
73.97 64.85 64.02 338,748 


72.85 63.99 63.11 444,230 





72.66 63.37 62.98 138,420 
72.64 63.47 62.74 278;358 
72.61 63.74 62.67 299,654 
72.02 62.09 61.68 485,543 
71.30 61.96 60.89 541,200 
71.93 62.09 61.18 419,280 
71.87 62.13 61.76 128,010 











TRADE TENDENCIES 
(Cohtinued) 











costs which has already gained great 
mamentum. The other is the trend 
toward lower rates now becoming manifest 
either through voluntary reduction by the 
companies themselves or through enforced 
reductions. Companies whose rates have 
only been recently increased will probably 
be permitted to keep these in force for 
some time, despite lower operating ex- 
penses in order to give these companies an 
opportunity to make up part of their losses 
resulting from the former less favorable 
period of operation. Those, however, who 
have had the advantages of higher rates 
since past few years will probably either 
voluntarily reduce rates to meet the new 
situation or else be compelled to do so 
by their respective Public Service Com- 
missions. 





OIL 








Conditions Unchanged 


In the refined petroleum market, the 
best seller is gasolene. The increase in 
demand for this commodity has been pro- 
nounced of late and reports from various 
parts of the country indicate that this 
condition is likely to continue for some 
time. Contrasted with this is the situation 
in other refined products, particularly 
kerosene, which is very dull. Recent cuts 
in the export price have failed to stimulate 
the demand in this market. Domestic 
buying of kerosene is not on a large scale 
and prices are weak. The present mar- 
ket is 13 cents but it is expected that this 
price will be shaded in the near future. 
Gas oil is very dull with the gas com- 
panies reluctant to enter the market even 
at prevailing low quotations. Fuel oil 
shows no change from its recent dullness 
and no change for the better is anticipated 
in the near future. 

Crude oil production shows no important 
cut from the peak figures and while in 
certain comparatively unimportant dis- 
tricts there has been an improvement in 
conditions, this cannot be said of the coun- 
try at large. Thus far, during the past 
few weeks, there has not been the faintest 
sign of a recovery in prices. On the con- 
trary, with the added stocks on hand and 
with many small interests anxious to dis- 
pose of their stocks in order to secure 
cash, it is not unlikely that prices may 
resume their downward movement. 

Crude oil production is considerably 
above the consuming rate and the larger 
companies have their storage facilities 
completely employed. In order to take 
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Philadelphia 


HORTLY after the Civil War, English investors were 

able to buy about one and one-half times as many 
dollars with their Pounds Sterling as before the war. 
They bought American securities, and after the American 
Dollar had returned to its normal value, sold them 
back to America at a large profit, in the meantime 
having received a constantly increasing income. 


The situation is now reversed. American investors 
can now purchase securities payable in Pounds Sterling 
and other foreign moneys at low prices, due to the fact 
that the American Dollar is at a premium abroad. 


Sterling Bonds 


of the following countries, states and cities: 


Brazil China Sao Paulo 


now pay a yearly income, at present rates of exchange, 
of from 6%% to 8%%, and at normal exchange rates 
from 8%% to 11%4%, and in addition offer possible 
profits on principal of from 60% to 170%. 


Argentine 


Write for recommendations 


Paine, Webber & Company 


ESTABLISHED 1880 
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A complete~analysis of 


COLUMBIA MOTORS 





care of the overflow, new facilities will 
have to be built. In the meantime, how- 
ever, with continued pressure on the_mar- 
ket, prices should go lower. The Cali- 
fornia field is particularly vulnerable as it 
has had a cut of only 25 cents a barrel in 
comparison with Pennsylvania which has 
dropped nearly $4 a barrel and other 


CONTINENTAL MOTORS PAIGE-DETROIT 
FORD OF CANADA REO MOTOR CARS 


Will be sent on request. The above companies’ stocks are all actively traded in 
on the Detroit Stock Exchange and represent the best 
companies in the automotive industry today 


LEE, GUSTIN @ CoO. 


crudes which have lost ground in a similar Members Detroit Stock Ex 
degree. DIME BANK BUILDING DETROIT 


With the seasonal demand for gasolene ~ 
for AUGUST 20, 1921 



































Nineteen Million 
Horses 


HAT is the number re- 

quired to exert power 
equal to the power now pro- 
duced by the central station 
plants in this country, ac- 
cording to “The Giant En- 
ergy—Electricity,” a book- 
let recently published by this 


company. 


The following are a few 
brief quotations from the 
many press reviews of this 


publication. 


“The National City people 
know how to make anything 
they put out attractive. 
. . . Remarkable facts are 
brought out.” 

Philadelphia Public Ledger 


“With numerous illustra- 

tions, the booklet is interest- 

ingly demonstrative.” 
Boston Globe 


“Contains considerable in- 

teresting and valuable data 

on public utilities.” .. . 
New York Commercial 


“The latest booklet of the 
National City Company is 
especially interesting; con- 
tains valuable data.” ... 

Spur, New York 


“Presents in simple and 

novel way illuminating facts 

and interesting data.” .. . 

Commercial & Financial 
Chronicle 


ou want to know about the 
public utilities and the strength 
of their securities, it would be 
—_ to get a copy of this book- 
et. 


It will be sent 
for 


The National City 
mpany 


Main Office: 
National City Bank Bidg., N. Y. 
Uptown Office: 42d St. & Madison Ave. 


Offices in over Fifty Cities 


probably taking a drop by the end of 
autumn, and other refined petroleum prod- 
ucts in a weak state, the oil industry will 
undoubtedly get into a rut that will ex- 
tend at least all of winter. The oil cor- 
cerns, under the circumstances, face a 
period of declining earnings such as is the 
case with other industrial organizations. 





BUILDING 











Activity Not on Large Scale 


It is disappointing that revival in build- 
ing and construction has not yet material- 
ized to the extent that was expected. The 
chief difficulty is the comparatively high 
price of building materials. Additionally, 
the labor problem presents some difficul- 
ties although these are slowly disappearing 
under the stress of economic circumstance. 

According to the U. S. Bureau of 
Labor’s estimate the index for building 
materials is 202, compared with 100 in 
1918 and 341, the peak price of May, 1920. 
It is apparent that while there has been 
considerable deflation in the price of build- 
ing materials in the past fifteen months, 
there is still some distance to go before 
builders feel warranted in engaging more 


extensively in new construction. 

Labor prices are still too high although 
showing a downward tendency. At pres- 
ent the drift is toward the employment of 
unskilled labor in place of skilled union 
workers who are demanding high wages. 
Eventually, of course, this situation will 
work out so that the workers will accept 
their share of the deflationary process. 

In the meantime, conditions do not favor 
a broad revival of building operations ix 
the immediate future. Credit condition: 
have not improved sufficiently and there is 
much yet to be desired with regard tc 
lower building material prices and lower 
wages. However, broadly the trend has 
been in that direction as is evidenced by 
the lower price level as compared with a 
year ago and the generally lower scale of 
wages. Additionally, the credit supply is 
slightly better than a year ago. To that 
extent progress has been made. It is now 
only a question of continuing the process. 
While this will take a considerable period 
there is no doubt as to the ultimate out- 
come. 

For this reason, there is no question 
that high rents are doomed within a period 
of two years at least. There has already 
set in a trend toward lower rents in cer- 
tain parts of the country and the move- 
ment is gaining momentum. 
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273 miles northwest of Edmonton. Other 
wells will be drilled near the discovery 
wells, perhaps this season if the work goes 
right. 

The discovery well, 140 miles south of 
the Arctic Circle, in a small cove where 
Oil Creek empties into Mackenzie river, 
may make 150 barrels in twenty-four hours 
when turned loose and may not be that 
good. The possible oil-bearing ground may 
not be more than 200 or 300 acres, situated 
in an area greatly disturbed by upheavals 
and erosions, difficult of access and where 
the temperature ranges to 60 degrees below 
zero. Navigation is open three and a 
half months, closing early in September, 
and outdoor work common to oil develop- 
ment isn’t possible many months; The 
Canadian government, recalling suffering 
during the early Alaska gold excitement, 
refuses to issue permits to visit that far 
north unless applicants are prepared of 
their own resources to get in and out 
or to remain through the cold-sealed 
months. The time and money required to 
prove up oil-lease claims and to develop 
them make the venture commercially im- 
possible for most individuals, and an ex- 
tremely long shot for strong corporations. 
To the southwest across Alaska to the 
Pacific coast is close to a thousand miles 
and hard going. Down the Mackenzie 
river 225 miles to the Arctic Ocean and 
then out into the Pacific through Bering 
Strait is something of a Cook-and-Peary 
excursion. Up the Mackenzie through 
Great Bear and Great Slave Lakes and then 
up Peace or Athabaska rivers to end of 
steel and Edmonton, 1,600 miles, is hard 
and expensive nayigation and portaging 
or pipelining, and several years will be 
required to get the first crude oil—if.so 
be crude oil exists in commercial volume 


in that region—to civilization and eventual 
realization of profits. 

Imperial Oil, Ltd., is just exploring and 
experimenting and does not know, by many 
obstacles and uncertainties, what it may 
accomplish. This, in short, is the true 
story of what the papers, scientists and 
dreamers have been so busy with the last 
few days. It doesn’t get me anything, of 
course, to burst bubbles; but it does seem 
as if a little truth is admissible now and 
then. 

Two South American Successes 


The Maracaibo Oil Co., having succeeded 
in turning its acreage in Venezuela and 
Colombia to one of the Standard Oil com- 
panies for exploration and possible ex- 
ploitation, the Transcontinental Oil Co., it 
is reliably reported, is negotiating with a 
Standard sub—probably the same one— 
for a similar turn of its Colombian acre- 
age, somewhere around a million acres. 

To date the International Petroleum Co., 
Ltd., a subsidiary of Imperial Oil, Ltd., 
Canadian subsidiary of Standard Oil Co. 
of New Jersey, and the General Asphalt 
Co., associated with the Royal Dutch-Shell 
syndicate, are the only companies that are 
producing, refining and disposing of crude 
and refined petroleum in South America. 
These two pioneering interests are well- 
fixed in South America and are succeeding. 


A Bulwark Against Radicalism 

“Just as bolshevism is the menace of 
capital, so is property ownership the most 
successful answer to the wild socialistic 
thories of government which are the prod- 
ucts of brains disordered and demoral- 
ized. The old principles upon which this 
government were founded have proven 
themselves to be workable and funda- 
mentally sound enough to maintain the 
happiness of a liberty-loving people. We 
need no radical changes; we welcome no 
foreign theories aimed at the disruption 

(Continued on page 578) 
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THE TIRE COMPANIES 
(Continued from page 548) 








its orders. In the first half of the year, 
net earnings amounted to $1.66 a share on 
the 150,000 shares outstanding. Last year 
the company earned $2.18 a share and 
with business on the present scale, even 
assuming a slump in orders at the end of 
the year, the company should be able to 
better the 1920 record. 

Bank loans amount to less than $300,000 
and it is believed that this will be paid 
off in entirety by the end of the year. 

Lee Rubber stock sells at about 28, 
returning a yield of over 7% on its $2 
dividend. This is the only tire stock on 
the New York Stock Exchange paying 
cash dividends. 





U. S. Rubber 


In accord with its conservative policy, 
U. S. Rubber passed the common dividend 
altogether last July. This was due par- 
ticularly to the slump in the mechanical 
goods division and to a lesser extent to 
the falling off in footwear trade which 
occurred last winter and spring. The tire 
end of the business, however, has held 
up very well, with production of cord 
tires about the same as at the peak of 
last year’s operations. Fabric tires, ‘con- 
stituting the major portion of the com- 
pany’s tire output, are selling on a very 
large scale. Had the other departments 
kept pace with the tire end of the busi- 
ness, the company probably would not 
have been compelled-to take drastic divi- 
dend action. 

From a financial viewpoint, the com- 
pany is slowly making progress. Bank 
loans are gradually being reduced and 
will probably be around $25,000,000 at the 
end of the year, compared with a figure 
nearly twice as high at the end of last 
year. Inventories are steadily being 
worked off and enough progress has been 
made in this respect to warrant the com- 
pany’s entering the market for more crude 
rubber, for which a price something like 
10 cents a pound was paid. 

As a result of inventory write-offs and 
reduced prices during the first half of 
the year, the earnings report for that 
period will probably not make a good 
showing. On the other hand, with the 
footwear division picking up, with the 
probability that tire demand will stay 
around present levels at least for some 
time, and that even the mechanical rub- 
ber goods end may show some life later 
on, the company should make a better 
showing during the second half. 

As the largest factor in the business, 
U. S. Rubber’s trade position is impreg- 
nable. While it will undoubtedly be a 
considerable period before dividends 
are resumed, the stock now selling at 
about 53, compared with a price last 
year of 143, looks cheap and at this 
price should eventually turn out a prof- 
itable investment, even though in the 
meantime it might go lower owing to 
market exigencies. 


for AUGUST 20, 1921 











FOREIGN GOVERNMENT 
BONDS 


Since the signing of the Armistice, investors in the 
United States have purchased Dollar Bonds of foreign 
countries underwritten by American bankers, to‘alling 
The successful underwriting of 
these issues in this country is indicative of the faith 
that the American investor has in the recovery and 


reconstruction of foreign countries. 


over $700,000,000. 


The American investor has also been a large pur- 
chaser of foreign government bonds issued in other 
than Dollar currencies. 
these securities, not only because they combine the 
principal elements of investments, 
of principal, advantageous income and marketability, 
but also because they have a fourth feature which is 
particularly attractive at this time, and that is specu- 
lative possibilities due to the present depreciation of 


exchanges. 


We shall be glad to furnish particulars regarding 


foreign investments. 


AMERICAN EXPRESS COMPANY 


65 BROADWAY- NEW YORK 


He has 
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security 
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Foreign 
Exchange 
Explained 


Call, telephone or write. 
Ask for booklet MX-23. 


Ws H. Mc KENNA & Co. 


25 Broadway, 


BOWLING GREEN _8O78 


UPTOWN N.Y. OFFICE 
25 WEST 43% ST. 


MURRAY HILL 8080 


q 
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A remarkable booklet explaining 
in a simple and interesting way 
the many varied phases of for- 
eign exchange. 

Much information will be 
gleaned from this pocket size 
booklet which will be of aid to 
present holders of foreign se- 
curities as well as prospective 
purchasers. 

The fourth (revised) edition is 
now ready and a limited number 
will be sent gratis to those in- 
terested. 


New York. 


BRANCH OFrcEes 
PATERSON, NU 
PHILADELPHIA, PA. 







































AN OPPORTUNITY FOR 
AMERICAN INVESTORS 


City of 
Copenhagen 
4% Loan 1901 


Redeemable by annual 
drawings taking place 
August 15th of each 
year, payable on the 
15th of November fol- 
lowing in U. S. Dol- 
lars at PAR. 


Bonds of this loan can 
now be purchased at 
60% of their par 
value. 


Write for circular T-102 


HUTH & CO. 


30 Pine St., New York City 
Telephone John 6214 




















Inve: tment in 


Convertible 
Securities 


Affords many advan- 
tages under present 
conditions. 


High yields over 
long terms may be 
had with oppor- 
tunities of profiting 
largely through the 


conversion factors. 


Ask for Circular C-18 


Henry L. Doherty 
& Company 


Bond Department 
60 Wall St. New York 
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Revenue of 
. estates, etc.: 81 











CZECHOSLOVAKIA 
(Continued from page 529) 








1919 was enacted by the financial law of 
June 27, 1919. The chief items of the 
latter were as follows: 








1919 
Expenditures: 
OO a err re Cz. C. 2,124,849,145 
Extraordinary ........... Cz, C. 4,586,675,768 
, a eee Cz. C. 6,713,524,913 
Incomes: 
ee MOTE POTS Cz. C. 2,306,620,802 
Extraordinary ........... Cz.C. 505,762,698 
WUD Sd I Cz. C. 2,812,383,500 
1920 
In the following year (1920), expenditures 


amounted to 10,616,000,000 Czechoslovak crowns. 
[n this figure, some of the chief items noted in 
the following are of interest: 

National Defense: 1,212,000,000. 

Railways (in this item are included 945,000,000 
crowns for invalids): 988,000,000. 

Allowances for dependents of enlisted men 
called to the colors; Czechoslovak Army in 
foreign countries; care of civilians who suf- 


fered war damages, and care of refugees: 
1,067 ,000,000 
Unemployment allowances, subsidization of 


» increase of salaries of State 
for arm ab,obs > er on account 
1,328,0 


food for the 
employees an 
of high prices: 


The budget for the year 1920 shows a 
deficit of 2,606,000,000 crowns which had 
to be covered by credit operations. The 
unfinished state of the economic plan for 
1920 can be seen best by the results of 
the year’s financial administration, when 
the income side as well as the expenditure 
side shows considerable changes. 


1921 
The budget for the year 1921 is shown 
in a separate tabulation. 


Condition of the Republic 
An interesting indication as to the 
economic state of the Czecho- 
slovak Republic can be secured by com- 
paring the yield of .the taxes with 
the amounts preliminated in the budget 
of the year 1920, according to the latest 
statements. In November, 1920, the actual 
yield of the taxes was three times the 
amount preliminated in the budget. For 
the first ten months of the year 1920 the 
actual yield of the taxes against the pre- 
liminated in Czechoslovakia, with the ex- 
ception of Slovakia and Carpathian Rus- 
ria, was 3,435,900,000 crowns against 1,- 


actual 














Debts of the Republic: ae 

Foreign Service: 49,000,000. 763,300,000 crowns, or an excess of 44.2%. 

| CZECHOSLOVAK BANKS, 1920. 

| (In millions of crowns.) 

Net 
earnings Dividends 

1. Zivnostenska Bank, Prague . 39.22 12% 
2. Bohemian Union —— Prague 23.63 12% 
3. og Credit . 22.94 12%% 
4. Boh, Bank & va Oreait Inst, ee 100 17,15 12% 
5. Boh. Tedustelal BE, BORGES. ccccccddodccecadscs 150 17.77 8% 
6. Morav. & Indust. Bank, WWOOMR. . 0.000: 120 16,10 9% 
7. Agricultural Credit Bank for Boh................. 50 5.88 10% 
8. Czechoslovak Agrarian Bank, Prague ............ 60 5.55 8% 
9. Morav. Silesian Bank, Bruenn ................... 30 4.68 9% 
10, Bohemian Bank, Prague ........-...-eeeeeeecees 60 4.57 1% 
11, Real Estate Bank, Prague ............eeeecccuue 40 4.35 8% 
12, Bohemia Cz. Foreign Bank, Prague............... 25 3.92 9 

18, Building Trades & Industries Bank, Prague....... 30 2.89 74% 
14, Central Bank of Boh. Savings Bank, Prague...... 85 2.85 6% 
15. Moravia Discount Bank, ee 20 2.50 84% 

Dn «0. cle nen anes inde thesi sees @ewenbann 1115 174.00 




















State administration ene department), edu- 
cation and science: rls b 


Finance, posts law justice, 
public works rant t public Ith: 1 "957,0 ae, 100. 


State revenues in 1920, according to the 
1920 budget, totaled 7,750,000,000 crowns. 
Here again it is of interest to note some 
of the principal items: 


Revenues of the financial de ent, in- 
cluding 178,000,000 direct taxes from real es- 
tate totaled: 3,604,000,000. 

other 


Personal income hr war tax and 
smaller taxes: 644, 

Customs, excise duties on articles of con- 
sumption, such as alcohol, sugar, beer, mineral 
oils, etc.: 664,000,000. 

Taxes on business returns and luxury arti- 
cles: 800,000,000. 


STATE MONOPOLIES 


Tobacco: 779,000,000. 
Salt, saccharine, explosives: 
State lotteries: 42,000,000. 
Revenue of the post office: 244,000,000. 
Revenue of the railways: 1,303,000,000. 
ture, forests, government 


127,000,000. 


Reven f blic works, a eon 
mines “and "foundries, waterways, etc.: 

Si lus of State, alcohol and malt ad- 
pr  —- Bae 2, 100,000,006. 


State 
245,- 
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The different taxes yielded (in millions 
of crowns) : 

Pre Difference 

limin- ct in 

at cent 
Land taxes .......... 127 117.7 — 74% 
ED cca b'avicgae 17 247.8 41.7% 
Personal taxes....... 302.9 442.9 Pweg 
ae GENED. ce vcccnccs 471.7 1,037.2 141 
State —y oh . 404.3 568 37. se 
Turnover tax. Re ee 


Transportation taxes.. 66 216.7 +228.4% 

The property tax ant was enacted in 
August, 1920, and is paid once for all, 
yielded up to the end of 1920, 157,981,058.47 
crowns and greatly helped to consolidate 
the state finances. 


Czechoslovak Banks 


A prominent and characteristic quality 
of the Czechoslovak banks is their re- 
liability, their cautious enterprising, the 
importance they attach to extensive re- 
serves, which have already several times 
helped them through business depressions. 
A good example of this is the ease with 





*1 Gulden equals 2 Crowns. 
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which they withstood the severe test they 
were put to during and after the collapse 
of the Austro-Hungarian Empire, when 
they had ‘to accommodate themselves to 
the new conditions. In the new state the 
evolution is marked by stjll greater expan- 
sion, the strengtheningf of reserves and 
higher dividends. 

The center of the banking business of 
the late Austria-Hungary was Vienna, and 
though the Czechoslovak banks were 
highly developed, they were looked upon 
as outsiders in Vienna, It is well known 
how Austria-Hungary issued loan upon 
loan during the war and how, especially 
at the end of the war, when the financial 
position was hopeless, these loans found 
less and less subscribers, and the Austrian 
government appealed more and more to 
tae banks, so that at last these loans were 
really forced loans. The problem of how 
to meet this burden was joined by all the 
financial and currency problems of the 
new state, which affected the banks closely, 
besides the changes in their organization 
necessitated by the new conditions, the 
changed economic centers and directions of 
yusiness, further the financial necessities 
of the different industries which either 
worked during the war for the govern- 
ment, or closed down, etc. The Czecho- 
slovak banks surmounted all these im- 
mense difficulties without the slightest 
hint of a crisis, and accommodated 
themselves to the new conditions so 
thoroughly that they were able to meet 
all the demands addressed to them. 

The following data prove the above 
statements : 

The aggregate capital stock of the banks 
increased from 

223,000,000 Crowns in 1913 to 

526,000,000 Czecho-Crowns in 1918 and 

990,000,000 Czecho-Crowns in 1919. 

In 1920 the capital stock was increased 
by 338,000,000 crowns nominally, but the 
actual increase was 540,000,000 crowns, in 
view of the high agio of the issued shares, 
which greatly strengthened the reserves of 
the respective banks. French, Italian and 
Dutch capital participated in the new 
issues of shares. 

Data concerning the capital, net earn- 
ings, dividends, of the principal Czecho- 
slovak banks for the year 1920 are given 
in a separate tabulation. 

The smaller banks derived about the 
same interest out of their capital. The 
above named fifteen banks have a total 
capital of 1,115,000,000 Czecho-crowns and 
earned 174,000,000, or an average interest 
of 15.6%. If we consider also the reserves 
which helped to secure these earnings, the 
average interest will be somewhat less, 
approximately 9%. At the actual quota- 
tions of the shares of these banks, their 
rentability was between 534 and 6%. 


Conclusion 

The character of the Czechoslovak Re- 
public is industrial and it contains about 
75-85% of the industry of late Austria- 
Hungary. The different branches of its 
industry enjoy world-wide fame for the 
excellent quality of their products. The 
actual slump in business is felt in Czecho- 
slovakia too, but not to a very great ex- 
tent. The number of unemployed is now 
approximately 40,000, mostly in the textile 
industry and in the building trades. 

The economic situation of Czecho- 
slovakia is steadily improving. 


for AUGUST 20, 1921 


CONVERTIBLE BONDS 


Investors wishing to combine 
an element of speculation with 
their investments will be inter- 
ested in our list of active Con- 
vertible Bonds. 


Ask for Circular T-56. 


HORNBLOWER & WEEKS 


42 Broadway, New York City 
Boston Chicago Detroit 
Providence Portland 
(Established 1888) 








INVESTMENT SECURITIES 


WHITEHOUSE & CO. 
Established 
1828 


Members of the 
New York Stock Exchange 


111 BROADWAY 
New Yor 


186 Remsen Sr. Keyser Bupe. 
Brooxiyn, N. Y. Battrmors, Ms. 


























For the greater protection 
of.you and your depositors 


perfect identification, give banks a 


most splendid “point of contact.” Bo 4 
put in your customers’ 
evidence of your efforts ee more 
perfect safety and security. 
The Bankers Supply Company 
The Largest Manufacturers of Bank Checks in the World 


EW YORK CHICAGO DENVER 
A@TLANTA DES MOINES SAN FRANCISCO 








WHEN WILL RAILROAD BUYING 
BEGIN? 


(Continued from page 523) 











from an European tour, The particular 
object of his trip was to obtain first-hand 
impressions of Europe’s industrial poten- 
tialities, her ability to compete with 
America, particularly her ability to meet 
those of her own needs which this country 
supplied during the war. 

“I have to admit, with regret,” said Mr. 
Woodin, “that my company can’t expect 
much business from over there. So far 
as railroad equipment goes, at least, I think 
Belgium, France and Germany will be 
well able to take care of Europe’s re- 
quirements, furnishing pretty much every- 
thing she needs that she can’t produce her- 
self. As for Russia, I believe her needs 
will be met largely by Germany.” 

“By the way,” Mr. Woodin interjected, 
“what a sorry state of affairs Russia pre- 
sents just now! 

“Generally speaking, though,” he went 
on, “the business recovery in Europe has 
already been striking.” 

President Woodin is more optimistic as 
to the opportunities in countries to the 
South. “I believe we can count on get- 
ting a lot of business from the South 
American countries. We will probably get 
plenty of orders from this quarter. 

“On any subject,” Mr. Woodin added, 
“people have their own ideas. Sometimes 
they are free to express these ideas; other 
times they are not. On the subject of 
foreign trade I have an idea which I 
am free to express. It is, THE IM- 
PORTANCE OF RECIPROCITY. 
Reciprocity in the form of a combina- 
tion of free trade and protection, for 
example; or reciprocity in some other 
form; but in any event RECIPROCITY. 
I believe init thoroughly. In my opinion 
it is the basis upon which trade in gen- 
eral should be established. It was 
James G. Blaine’s theory. It’s still 
good. Let anyone calmly consider it 
and I am quite sure he will agree with 


” 


me. 
Views on Washington 


After a good deal of discussion between 
the powers that be at Washington and the 
railroad executives, a plan for rehabilitat- 
ing the railroads has been worked out and 
has been finally embodied in a message to 
Congress from President Harding. 

The plan involves no appropriation by 
Congress; but it will put the railroads in 
funds for materials and other much needed 
requirements. There are no complica- 
tions; and, in the ordinary course of 
events, there is no reason why Congress 
should not act on the President’s sugges- 
tion. 

Some $500,000,000 will then be available 
through the avenue of the War Finance 
Corporation. 

It has taken some time to advance mat- 
ters to the present point, and the adminis- 
tration and the railroad executives are cer- 
tainly to be congratulated upon having 
accomplished so much in so little time. 

Government control of the railroads, as 
every one knows, results awfully. No 
one can tell what might have happened if 
Government operation had continued very 


100 MINUTES A DAY 
SAVED 


by each 


“SATELLITE” STAND 


The “Satellite” Typewriter Stand creates 
efficiency automatically. vans adjust- 
able as to belght typists work upon a 
keyboard exactly suited to them "hes 
doing more work with less “tations 
throughout the day. 

The “Satellite” :s a space saver, because 
it is small; being portable it is out of 
the way when not wanted and exactly 
where desired when in use. Made en- 
tirely of metal with metal or wood top. 
Practically indestructible, and will not 
weaken or loosen with use. Reasonably 
priced, guaranteed satisfactory and sent 
on approval. 40,000 in use today. 


“Satellites” are 
giving service in 
such offices as 
The Larkin Co. 
(612 stands), 
Standard Oil Co., 

a OP, ongee n Co. 

ay ton 

cones, an 
companies, banks, 
accounting 
houses and offices 
large and small. 


Dept. D 
Adjustable Table Company 
Grand Rapids, Michigan 











Stocks or Bonds—Which ? 


Present conditions in both the stock and 
bond markets make it particolarly desir- 
able for every investor to fully understand 
investing and trading. 

Students of the market are using our pub- 
lications, which cover every phase of 
finance. Two of the most popular are: 


Stocks and Their Market Places 
Revised 1921 by Percy N. Brown of 
Hornblower & Weeks 
Which explains in detail the many classes 
and types of stocks. Gives in simple 
language everything essential to a knowl 

edge of stocks and stock trading. 
Price $1.25 


Municipal and Corporation Bonds 
by Montgomery Rollins 
Explains clearly the many classes and 
types of bonds, their merits and their re- 
lation to one another. Subjects are ar 
ranged alphabetically. Price $1.25 


Both of these books are bound in rich flex- 
ible leather, size 3x44 inches, approxi- 
mately 200 pages. Send your check TO- 
DAY and get both books. 

They will help you in your investments 


Financial Publishing Co. 
“Service Books of Finance” 
Controlling the 
Montgomery Rollins Publications 


17 Joy Street Boston, Mass. 











J.LeroyBrookes&Co. 


Stock & Bond Brokers 
Los Angeles, Cal. 
“The House of Personal Service” 
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It is easy to see how the 


much longer. 
railroads have: suffered, and why their de- 
mands for something to rehabilitate with 


now are so extremely urgent. Anyone 
familiar at all with railroad operations 
can readily appreciate the present neces- 
sities, as well as the constructive disposi- 
tion of the Administration now in power. 

Ince Congress acts, progress will be very 
rapid. 

This is a subject in which it was nat- 
ural to suppose Mr. Woodin would be 
much interested. I put the question to 
him. 

“You ask me how I like the way af- 
fairs are going at Washington,” said Mr. 
Woodin. “I will tell you just what I 
think: WE ARE GETTING GENUINE, 
CONSTRUCTIVE ACTION FROM 
THE PRESENT ADMINISTRATION. 
We need it, and they are giving it to us 
—they are working—busy all the time— 
doing things—things that count! There 
is no doubt of that. 

“The railroads, in particular, need con- 
structive attention in Washington. From 
what has been accomplished so far, I be- 
lieve we can expect substantial results 
from that direction. Indeed, it is wonder- 
ful to me how they seem to grasp the 
situation down there. From the Presi- 
dent down, everybody seems alive to the 
overwhelming demand of the hour. 


The Future 


“I hope before very long,” said Mr. 
Woodin, in conclusion, “to see our sixteen 
plants in full operation, helping to fill what 
in my opinion will be the greatest demands 
the railroads ever made upon us. I am 
inclined to believe that the eastern roads 
are better off, in the matter of equipment, 
than the western; but they all need a sur- 
prising lot of new equipment, as well as 
repairs of all sorts.” 


Allied Packers’, Inc. 


The Committee of Readjustment of Al- 
lied Packers, Inc., of which George W. 
Davidson, president of the Central Union 
Trust Co. of N. Y. is chairman, states that 
up to July 27, the time fixed for deposit 
of debentures under the plan and agree- 
ment dated April 30, as modified July 1, 
there were deposited with the committee 
about $9,000,000 of the $16,000,000 deben- 
ture bonds. This was considered encour- 
aging because the holders of the bonds are 
scattered over various sections of the coun- 
try, but the amount deposited fell short 
of the amount required to justify the com- 
mittee in attempting to consummate the 
plan. 

The plan of readjustment being clearly 
in the interests of debenture holders, the 
committee has, after careful consideration 
of the situation, decided to give the hold- 
ers of undeposited debentures a final op- 
portunity to put the committee in a posi- 
tion to consummate the plan and has ex- 
tended the time for deposits to Sept. 15. 
If by this time there is not deposited 
sufficient additional Debentures, the 
Committee will abandon its efforts to 
consummate the plan. 

More than 55% of the outstanding de- 
benture bonds have been deposited, and 
the failure of the holders of a minority of 
the debentures to deposit their bonds must 
be due to a lack of knowledge of the plan. 


for AUGUST 20, 1921 




































STRAIGHT LINE METHODS 


Loss 


LOSS is the nightmare of things that 
might have been—the dark alley of 
ignorance—the gamble and the guess. 


PROFIT is the golden apple of all com- 
mercial effort—the bright way of 
knowledge, system and method. 





Loss is retrogression. 
Profit is progress and success. 
Real Profit begins where Loss ceases. 


The elimination of loss to the minimum 
is as necessary to successful business as 
profit itself; for the saving made thru 
the prevention of mistakes, inefficiency 
and waste, is profit—just as the differ- 
ence between cost and selling price is 
profit. 






























There is only one sure safeguard against 
loss—sound methods of Cost Account- 
ing and System. But even these do not 
go far enough. There must be organi- 
zation, personnel, system — regulated 
by adequate inside auditing safeguards, 
so that organization and system will 
harmonize into a well balanced and 
effective force for better business. 


Such methods detect inefficiency and 
waste. They furnish the executive with 
timely and dependable facts and figures 
from every department — the absolute 
and only basis of intelligent, progressive 
and profitable action. 


ERNST & ERNST 


AUDITS - SYSTEMS 
TAX SERVICE 
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The Rails 


Railroad securities are 
showing the trend of 
business. 








OUR MONTHLY 
RAILROAD BULLETIN 


—which is sent free on 
request— gives earn- 
ings and other statis- 
tics that will help you 
in selecting the best 
stocks for investment 
or speculation. 


We are fully equipped 
to execute your orders 
in odd lots or full lots 
of listed or recognized 
securities. We _ will 
carry your account on 
our Partial Payment 
Plan or on conservative 
margin. 



















Write for particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 













































P| 
DRAMA 


You watch daily, though per- 
haps ———, the great- 
est of dramas. American in- 
dustry produces its captains 
who conquer and create. The 
sweep of their imaginations 
and vast operations sway and 
dominate the lives of thou- 
sands of your neighbors. They 
did as much during the world 
war to defeat Germany as did 
the fighting men. 

The industrial drama has its 
tragedies and these have been 
all too frequent the last few 
years. Nevertheless, these 
business tragedies have left 
open wonderful opportunities 
for strong men to prove them- 
selves new captains of in- 
dustry. 

Our wide experience in New Eng- 
— has brought to our attention 
Serge ains in factories producing woolen 
ag og jewelry ‘spark 
plugs, chemicals, scales, woo | scour- 
ing, rubberized cloth, x... heels, 
many types of machinery and shoes. 

We invite correspondence from 
those desiring either to buy or sell. 


Earnest E. Smith, Inc. 


Specialists in New England Securities 


| 


576 




















FINANCING THE FARMER 
(Continued from page 522) 











economic and financial life in perpetual 
motion. Business may slow up at times, 
but steady buying and selling is the real 
foundation of permanent national pros- 
perity. 

The Aim of Farm Credits 


Evidently the renewal of business, both 
agricultural and general, with increased 
momentum is not a matter of legislation. 
The latter may do more harm than good. 
Legislation cannot create markets nor 
should it attempt to regulate prices, All 
sorts of inquiries and bills have been pro- 
posed in Congress with a view of de- 
termining what is the matter with agricul- 
ture and how to stabilize business. The 
following are some of them: 

A joint congressional committee has 
been appointed to investigate and report on 
the present conditions of agriculture and 
hearings are.now being held; a bill has 
been introduced in the Senate to author- 
ize the establishment of a government cor- 
poration with a capital of $100,000,000 to 
provide for the purchase of farm products 
in the United States and to sell the same 
in foreign countries; bills have passed the 
House of Representatives to prevent so- 
called “gambling in grain futures” and 
also to relieve associations of producers 
of agricultural products from prosecution 
under the anti-trust laws; the emergency 
tariff on agricultural products has become 
law; the War Finance Corporation has 
been revived and is aiming to advance 
credits for marketing abroad surplus wheat 


* and cotton; and a bill was approved by 


the President on July 1 which makes pro- 
vision for an additional Treasury credit 
of $25,000,000 for the Federal land banks. 

Fortunately, most of these legislative ef- 
forts are of a temporary nature and are 
so recognized. The great aim of farm 
credits, however, is to provide a steady 
flow of capital into the industry, and pros- 
perity is most pronounced when capital 
flows steadily and regularly into all chan- 
nels of trade, industry and commerce. But 
there may be such a thing as a flood of 
credit which overflows and swamps the 
debtor instead of helping him. It is pos- 
sible that farmers have been too easily 
supplied with credit instead of the reverse, 
as has been so’ frequently claimed. The 
recent census statistics for 1920 show that 
the farm mortgage indebtedness has in- 
creased from $1,726,172,851 in 1910 to $4,- 
012,711,213; the number of farms mort- 
gaged from 1,006,511 to 1,193,878, and the 
average debt per farm from $1,715 to 
$3,361. 

These figures make it plain to some that 
there is no need for further credit facilities 
for farmers. In some communities farm- 
ers have borrowed all they can possibly 
borrow. What they need is some way of 
paying back what they already owe and 
this they can do only by increased produc- 
tion or by better prices for what they do 
produce, 

The one legislative enactment which 
aims to put farm mortgage credit on a 
permanent basis and to provide for its 
steady development, with easy terms of 
repayment, is that of providing additional 
Treasury credit for the Federal land 








banks. A credit fund of $6,000,000 fer 
these banks was provided by the Farm 
Loan Act, and the new amendment pro- 
vides an additional $25,000,000, making a 
total of $31,000,000 available credit from 
the United States Treasury. The object 
of this credit is to provide a revolving 
fund’ for the Federal land banks in order 
that they may accumulate a large volume 
of mortgages as the basis for future bond 
issues and bond-sale drives. The banks 
can lend out these funds and accumulate 
mortgages to the amount of loans made. 
The mortgages are placed with a registrar 
connected with each Federal land bank as 
a basis for farm loan bonds issued to an 
equal amount. When the bonds are sold 
the money is returned to the Treasury 
“within fifteen days after the conclusion 
of each general offering of farm loan 
bonds by such bank or banks.” 

The money returned by the banks to 
the Treasury under the terms of the 
amendment again becomes available to the 
banks as a new credit advance, so that 
the fund will revolve constantly until the 
capital of the Federal land banks shall 
amount to $50,000,000. Since each na- 
tional farm loan association has to sub- 
scribe for capital stock in a Federal land 
bank to the amount of 5% of each loan 
granted, the capital of the banks cannot 
reach the amount of $50,000,000 until they 
have loaned to farmers a billion dollars. 
Judging from past experience, the full 
lending capacity of the twelve Federal land 
banks together is about $10,000,000 a 
month. On this basis the revolving fund 
will be available for many years to come 
even if the past rate of making loans is 
maintained, which, however, is exceed- 
ingly doubtful, 

Loans under the Federal farm loan sys- 
tem can only be made for productive pur- 
poses, such as to purchase land, equipment, 
fertilizers, live stock, and other farm nec- 
essaries, to provide buildings for the im- 
provement of farm lands, and to make any 
useful and permanent physical change tend- 
ing to increase productive value, such as 
clearing, tiling, draining, liming and fenc- 
ing the land. 

By these means the foundations are laid 
for putting into circulation in business 
channels year after year vast sums of 
money advanced to farmers on easy terms 
and conditions of repayment. These funds 
are expended in the purchase of supplies 
for the production of raw materials of 
foods and manufactures, which cannot but 
be helpful in keeping the economic and 
financial machinery of production, distribu- 
tion and credit in constant motion. Provi- 
sion has thus been made for the steady 
flow of capital into the agricultural indus- 
try. The prices of farm products are 
now as low as they have been since 1913. 
If freight rates are reduced proportion- 
ately, as well as the distribution charges 
of necessary middlemen, there should be a 
corresponding decrease in the high cost of 
living in cities and a revival of business 
because of the greater savings of the 
people, the increase of bank deposits, and 
a steadier flow of credit into trade, in- 
dustry and commerce. 

The foundation of business improve- 
ment in many lines, then, plainly lies in 
the promotion of agricultural development. 
By this means the buying power afd sav- 
ings of our population are increased 
through the production and distribution of 
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necessary goods which all must have to 
maintain that high standard of living 
which is the product of American eco- 
nomic life and the basis of our national 
prosperity and happiness. 





AN OLD FAVORITE 
(Continued from page 534) 











plus earnings is sound enough, but its 
practical application becomes a ques- 
tion of nice management and, without 
implying any criticism whatsoever on 
American Light & Traction, there is 
necessarily some speculative risk in 
considering the purchase of a stock 
where stock dividends are declared 
regularly in substantial amount. 

The earnings for 1920 were hardly 
encouraging, and better business did 
not come with the turn of the year, for 
in the first quarter of 1921, net earn- 
ings were only $200,000. But note the 
difference: in the three months ended 
June 30, 1921—net earnings were al- 
most $1,000,000, which allowed a sur- 
plus of $198,000 after dividend require- 
ments, whereas the first quarter of the 
year recorded a deficit of $503,000. Net 
earnings in May and June were five to 
six times larger than similar figures 
in January and February. Report of 
the company for the twelve months 
ended June 30, 1921, shows that earn- 
ings fell about $800,000 short of cover- 
ing cash dividends on the preferred 
stock and cash and stock dividends on 
the common stock. If the rate of May 
and June earnings should be main- 
tained, dividends of all kinds at the 
current rates would be covered with 
an ample margin to spare. 

While complete records are lacking, 
the subsidiaries of the American Light 
& Traction Company generally have 
been successful in grants of increased 
rates. The gas rate in St. Paul was 
advanced to $1 per thousand cubic feet, 
and in March, 1921, the Detroit rate 
was raised to 85c per thousand cubic 
feet. This increase in Detroit was re- 
ported to have been equal to an annual 
increase of over $900,000 in the earn- 
ings of the Detroit City Gas Company. 


Conclusions 


While the 6% gold notes of the 
American Light & Traction Company 
are not secured by a mortgage, they 
are outstanding to the amount of only 
$6,000,000, and the earning power of 
the company is certainly sufficient to 
give them a sound rating. There can 
be little or no question also about the 
safety of the 6% cumulative preferred 
dividend which, during the past ten 
years, has been earned four to five times 
each year. Even in 1920 it was earned 
over three times. 

During the past ten years the com- 
mon stock has sold as high as $450, 
which was in 1912, and as low as 55, 
which was in 1920. It is currently sell- 
ing around 91-92. Tempering the price 
comparison with due recognition of the 
extra stock issued the rise from the 
low would indicate that fears as to the 
company’s future had been pretty well 
dissipated. The stock is not listed on 
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You Don’t Have to Sit in the Board Room 


or at a ticker tape to take advantage of the fluctuations in se- 
curity prices. You and other business and professional men 
want to trade in the active stocks but haven’t the time. We 
do the studying for you and forward (by telegraph) only our 
conclusions. This is known as— 


The Trend Letter Trading Service 


The result of our experts’ years of practical experience is 
found in their skill in judging the best opportunities for profit 
as they appear among the securities listed on the New York 
Stock Exchange. 


How It Operates 


The Trend Letter Trading Service is a fast individual wire 
service consisting of advices to buy or sell one or more securities 
when, in the opinion of the organization's experts, certain stocks 
are in a position to advance or decline. The basis of the advice 
is the supply and demand as recorded on the ticker tape. This 
is recognized as a better indication of the immediate course of 
prices than the news or fundamentals, 


RECENT RESULTS 
Our last campaign ran four days August 


8th to 12th. The net profit was 13% 
points. , 


-----Send No Money—Merely This Coupon----- 
The Trend Letter Trading Service, 42 Broadway, New York City. 


Dear Sirs: Without obligation, please mail me full information as to your 
service. 
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‘Write for 
Booklet 714 


IT is decidedly differ- 
ent from other books 
on investment. The 
experienced investor 
will read it with profit, 
because it states truths 
which too many in- 
vestors overlook. The 
inexperienced” will 
find it valuable, be- 
causeitis simple. Write 
today and specify 
BOOKLET D-714 


.W. STRAUS & CO, 


INCORPORATED + ESTABLISHED 1882 


Straus Building, New York 
Straus Building, Chicago 
Offices in Fifteen Principal Cities 
39 years without loss 

to any investor 


Copyright 1921, by S, W. Straus & Co. 


A MORTGAGE 
INVESTMENTS 


Says Black to Brown— 


“A fellow can't tell how to 
invest these days. Too many 
failures and losses, and divi- 
dends that are passed or re- 
duced. Guess I'll play safe and 
keep my money in the bank.” 


Says Brown to Black— 


“You're all wrong, old man. 
My investments never fail. 
ut all my spare money into 
lend Farm Mortgage Invest- 
ments. There's no Sol there — 
the 7% interest positively can't 
stop, and par value is always 
actual value. Farm land is the 


greatest security in the world.” 


Brown knows the secret of 
safe “ROY Invest- 
mente, be had on 

Partial Ma Aine ent Plan by 
one who wish it. Ask for 
booklet M4 which tells you 


how. 


36 Yeors Without oss JoA Customer 


qcorse tt, M. Forman 
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FARTS vanes 
105 W. Monroe 


the New York Stock Exchange, and its 
eastern market is mainly “over the 
counter.” Fluctuations during the 
course. of a year have usually been 
rather wide. 

The impairment of American Light 
& Traction’s earning power seems to 
have been temporary, and while it 
would be radical to predict a return of 
the common stock to its former price 
of over $300 a share, it does not seem 
over highly valued at its current market 
quotation; and in the growing favor 
with which public utilities shares are 
held, the common stock ought to re- 
ceive increased attention, with chances 
favoring constructive development 
rather than the reverse. 





THE STOCK MARKET STORY OF 
U. S. STEEL 
(Continued from page 525) 











inevitably follow the war. Gary felt duty- 
bound to put the giant corporation on a 
solid foundation, and this he undoubtedly 
did. At the present time, with earnings 
at a very low ebb, the company is rich in 
cash and other liquid assets, and if it so 
chooses, can make and sell steel at prices 
which its competitors cannot meet. 

Judge Gary should be elected the next 
President of the United States, for it is 
his kind of brains and his far-sighted, con- 
servative policies that should be employed 
in running the Government, if the U. S. 
Steel Corporation can spare him. 

Other concerns have struggled ever 
since to overcome the original sins of over- 
capitalization and mismanagement. Amer- 
ican Can, for example, which was born at 
about the same time, has never yet paid a 
dividend. There are a number of others 
in the same class. 

In the next period of prosperity, which 
Judge Gary says should be not far distant, 
the Steel Corporation should not only 
earn, but be in a position to disperse, divi- 
dends on a more liberal scale than hereto- 
fore. This, of course, refers to its regu- 
lar and not to extraordinary dividends, 
such as those paid during the war. Its 
record surely generates confidence, and that 
is why, when other 5% common stocks 
are selling at $20 or $30 per share less 
than U. S. Steel common, investors are 
buying Steel at $75 per share, because the 
big corporation is as sound as a dollar 
and its future earning power is secure. 


Conclusion 


The price of 75 is 61 points below its 
nighest and 67 points above its lowest, so 
that the stock might be said to be in the 
middle of its big swings from its incep- 
tion. On which side the greater possibili- 
ties lie, seems entirely clear; for, having 
reached this point in its career, few peo- 
ple wil! deny that as soon as the present 
depression has passed, the U. S. Steel 
Corporation will be in a position to take 
a great step forward. 





A RAIL STOCK I WOULD NOT 
(Continued from page 540) 











tions and to pay off its liabilities has 
been further reduced. On December 1 
another $4,500,000 of interest is due and 


on January 1, 1922, $9,000,000 more 15 
payable. Thus far the road has not 
earned one cent toward paying off these 
obligations. St. Paul must earn over $11,- 
000,000 above all operating expenses, taxes, 
and hire of equipment charges before the 
first of next year in order to avert what 
would probably be a crisis in the affairs 
of the company. Then, there is the com- 
pany’s note to the Government which ma- 
tures on March 1, 1922, which will no 
doubt have to be extended. 

There is a long rocky stretch ahead of 
St. Paul before even the mortgage bonds 
of the company can be considered a good 
speculation at their present low levels. 
As for either class of stock even at their 
current quotations they do not seem to 
have fully discounted their full deprecia- 
tion in value, and the extreme remoteness 
of dividend resumption, The decline of 
St. Paul preferred and common from $136 
and $102 in 1916 to $41 and $27 a share, 
respectively, is one of the tragic events in 
recent railroad history. 

St. Paul may come back, but it may go 
through a reorganization first. This in the 
long run would be the best thing for it. 
The funded debt of the road is much too 
large. 





PIERCE OIL 
(Continued from page 558) 








department, somewhat aggravated, no 
doubt, by continued need of working capi- 
tal. 

In Mexico Pierce Oil Corporation re- 
cently completed a well in the southern 
field that was rated at 50,000 barrels or 
better, that will be of material help in that 
division. 

Conclusion 

Pierce Oil preferred sells now around 
44, yielding some 18% on the basis of 
the current rate of 8%. As said above, 
this high yield hardly indicates confidence 
in continuance of the rate. The shares, 
therefore, seem speculative. 





A Bulwark Against Radicalism 
(Continued from page 570) 


and corruption of our social and political 
structure. 

“The mission of the banker in the solu- 
tion of this vexing problem is the direct 
one of encouraging hard work and intelli- 
gent saving on the part of the individual. 

“Beaten, discouraged, starving Austria 
yielded not to bolshevism and drove Bela 
Kun and his associates from her doors 
largely because her people had been taught 
to be industrious and had been accustomed 
to save. Thrift in Austria was the na- 
tion’s salvation, and if it were an effi- 
cacious remedy under the conditions which 
existed there after the armistice, it can 
surely successfully cope with any similar 
revolutionary movement that may arise 
in this country of ours where we have 
been taught to rely with confidence in 
every emergency upon the good sense of 
the average American citizen.”—Thomas 
B. McAdams, vice-president of the Mer- 
chants’ National Bank of Richmond in the 
Journal of the American Bankers’ Asso- 
ciation. 
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N= financing by corporations and mu- 
- nicipalities continues in fairly heavy 
olume. The latter, particularly have been 
inusually active in the market, with the 
cities we.l represented. Bond offerings of 
such cities as Chicago, Cleveland, Toledo, 
Minneapolis, Norfolk and Omaha have 
been numerous and the yield bases have 
been so attractive as to lead invariably to 
a heavy oversubscription. Most of the 
municipal offerings have been serial is- 
sues, with the last maturity running any- 
where from twenty to thirty-five years so 
that investors have been offered the op- 
portunity in many instances to place theff 
funds to advantage over a period of years. 
On the longer maturities the yield basis 
for municipals has been ranging gener- 
ally from 5.50% to 5.75%. The shorter 
maturities yield a return from 5.10% to 
5.40%. Two states were represented in 
the financing, those of Maine and Oregon. 
Among corporations five industrial com- 
panies were represented and a like num- 
ber of public utility concerns. Railroad 
issues were again missing, however. 


The yields on corporation bonds have 
come down slightly but many new 
issues are still being offered to yield 
above 8%. The trend is still toward 
ten and twenty-year issues among cor- 
poration bonds, but there seems to be 
a declining tendency so far as the cou- 
pon rates are concerned. 


The space allotted here permits discus- 
sion in detail of only a few issues. The 
accompanying tabulation, however, in- 
cludes practically all the prominent issues 
brought out during the past fortnight, 
showing the amount, maturity, price and 
yield. 


Swift & Company 10-Year 7s 


While these bonds are not secured by a 
mortgage, they are a direct obligation of 
Swift & Company and as such are entitled 
to a high investment rating. This com- 
pany has built up an enviable earning 
power and its securities have always been 
held in high regard. Its stock has an un- 
broken dividend record for the past 35 
years and at present carries an 8% divi- 
dend. 

The present financing was done to take 
care of the notes maturing at this time. 
Since the amount of this issue coincides 
with the outstanding issue of notes, there 
was no increase in the company’s funded 
debt. The financial condition of the 
company is exceptionally strong, as is 
indicated by the fact that net tangible 
assets as of October 30 last, after giving 
effect to this financing, were more than 
$336,000,000 as contrasted with a total 
funded debt of less than $100,000,000. 

Annual net earnings of the company 
available for interest for the five years 
ended October 30, 1920, averaged $28,- 
000,000 per year. This amount was more 
than three times the average annual inter- 
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Some Attractive New Offerings 


Financing Continues Fairly Heavy 


est charges on all outstanding obligations 
during those five years. Total sales of the 
company’s products have increased from 
$250,000,000 in 1919 to over $1,100,000,000 
in 1920. 

Offered to the public at 97% to yield 
7%%, the notes met with a ready sale. 
There is every reason to expect that they 
will prove to be a popular investment 
medium. 

Empire Tank Line Equipment 8s 

This is an unusually strong equipment 
issue. The notes are issued under the 
Philadelphia plan, are surrounded by a 
strong sinking fund, have a large equity 
behind them based on the reproduction cost 
of the tank cars securing them, and in 






of $5,000,000 were issued to pay off ap- 
proximately $3,500,000 current indebted- 
ness and to provide additional working 
capital. 

They are secured by direct first mort- 
gage on the entire fixed properties of 
the company, which are valued conserva- 
tively at $16,000,000. After giving effect 
to this financing, the company’s net quick 
assets as of June 30, last, were equivalent 
to approximately 150% of this issue. Net 
profits available for interest charges in 
1920 were about 4 times the annual re- 
quirements. A sinking fund payable semi- 
annually commencing May 1, 1923, will 
provide for retirement through redemption 
or purchase annually of $250,000 of the 
bonds. 














CURRENT FINANCING 
GOVERNMENT, STATE, MUNICIPAL 
Issue Maturity Price Yield 
$10,000,000 Philippine Government....... 4s 1922- 98.10 6.00% 
5,000,000 City of Chicago............. 5s 1922 to 1941 To yield: 5.75 to 5,85 
2,000,000 State of Oregon............. 5%s 1926 to.1946 To yield: 5.60 to 5.25 
1,891,000 City of Hoboken............. 1922 100 6.00 
1,750,000 State of Maine.............. 5s 1927 to 1941 To yield: 5.10 te 5,00 
1,838,000 City of Cleveland............ 5%s 1929 to 1971 To yield: 5.50 to 5,30 
1,176,000 City of Toledo............ 54-68 1986 to 1951 To yield: 5.50 to 5.85 
1,230,000 City of Minneapolis.......... 5s 1922 to 1951 To yield: 5.75 to 5.30 
993,000 City Ss ns we 65 odie 6s 1989 to 1949 To yield: 5,60 
950,000 City of Omaha.............. 5%s 1941 101,83 5.35 
800,000 City of Niagara Falls....... 5\s 1941 to 1948 To yield 6.13 
770,000 City of Columbus............ 54s 1986 to 1941 To yield 5.40 to 5.35 
697,000 City of Wilmington......... 5s 1955 to 1957 98%, 5.10 
500,000 Town of Huntingdon........ 5%s 1925 to 1950 To yield 5.50 to 5,20 
INDUSTRIAL 
25,000,000 Swift & Co............60000 7s 1931- 97% 7.38% 
5,000,000 Otis Steel ..............005- 8s 1941- 99 8.10 
3,500,000 Tidal Osage Oil............. 7s 1931- 98, 7,10 
2,500,000 Empire Tank Line Equip 8s 1931- 991, 8.10 
1,000,000 Welch Grape Juice.......... 8 1931- 98% 8.20 
PUBLIC UTILITIES 
6,000,000 Cincinnati Gas & Elec....... 8s 1922- 99%, 8.25% 
6,000,000 Southern California-Edison... 6s 1944— 88 7.07 
5,000,000 Cleveland Elec, Illuminating. 7s 1941 95 7.50 
4,000,000 Detroit United Ry........... 8s 1941 8,10 
8,000,000 Brooklyn Edison............. 1s 1940 98% 7.15 














addition bear the guaranty as to payment 
of principal and interest of the Empire 
Gas and Fuel Company, one of the largest 
oil producing companies in the United 
States. Behind the $2,500,000 issue as se- 
curity are 2,037 standard all-steel tank 
cars, the total replacement value of which 
is $4,400,000. There is thus an equity be- 
hind the notes of almost $2,000,000. 

As a result of the operation of the sink- 
ing fund, which will retire 1/10th of the 
issue annually, this equity will increase 
substantially from year to year. The Em- 
pire Gas and Fuel Company, endorser of 
the notes, has a strong earning power and 
is also well provided with net quick assets. 
The many safeguards surrounding this 
issue, combined with the practically un- 
broken record of equipment bonds: for 
prompt payment of principal and in- 
terest make these notes an exceedingly 
attractive purchase. They were offered 
on a yield basis of 8.10% and are avail- 
able in small denominations as well as 
large. 


Otis Steel Ist Mortgage 8s 
These bonds, outstanding in the amount 






The business of the Otis Steel Company 
was established in 1873 and its products 


enjoy a high reputation. This offering 
presents an excellent opportunity for in- 
vestors to acquire a first mortgage steel 
bond on an attractive basis. The bonds 
were offered at a price of 99, to yield about 
8.10%. 


Cincinnati Gas & Electric 8s 


These notes afford both a short term 
investment and the opportunity to place 
funds for a longer period through conver- 
sion. They run for a period of only six- 
teen months, but the holder has the priv- 
ilege from June 1, 1922, to November 1, 
1922, to convert his notes into prior lien 
and refunding 7s, maturing January 1, 
1961, at a price of par for the notes and 
97% for the bonds. 

The notes are secured by pledge of the 
latter bonds which are secured by a mort- 
gage on the entire properties of the com- 
pany, subject.to the Ist and refunding 
mortgage bonds. The physical proper- 
ties have a valuation of more than twice 
the company’s total mortgage debt. The 
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American Dollars Work 
Harder in Canada 
Than at Home— 


Because the American Dollar is 
worth $1.12 in Canada—and be- 
cause Canadian Government and 
Corporation Bonds are sold sub- 
ject to these rates, with in- 
come ranging from 7% to 
14% payable in New York funds. 


Our long experience in Cana- 
dian investments peculiarly fits 
us to advise investors as to the 
possibilities. of these securities. 
A list of offerings of Canadian 
Securities will be gladly sent 
upon request. No. 112. 


Bryant, Isard & Co. 
Established 1889 
Members 
Toronto Stock Exchange 
Chicago Board of Trade 
84-90 St. Francois Xavier Street 
Montreal 
Private Wires to Toronto, New York, 
Boston and Chicago 











CANADA 


is Growing! 








The sound development of a 
comparatively young country 
with splendid natural endow- 
ments is full of opportunities 
for the investor. 


Canada is financially sound. 
She has able business men, 
rich resources, and the deter- 
mination to grow. 
Here is the natural field for 
United States investors of 
means. 
Development of the Chemical 
and Fertilizer industry will be 
icularly profitable. Send 
or prospectus of Chemical 
Products, Ltd., whose 8% pre- 
ferred participating Stock we 
can now offer with a substan- 
tial bonus of Common. 


Write us today for a survey of condi- 
tions in the Canadian investment market 
and details of present opportunities. 


Graham Sanson n& (a 


INVESTMENT BANKERS 


: TORONTO, CANADA 





company’s business field, its earning power, 
dividend record, and franchise situation 
are such as to justify a good rating for 
the notes. 

Cleveland Electric Illuminating 7s 

This is a $5,000,000 issue of sinking fund 
debenture bonds. Adequate provision is 
made in the indenture as to the issuance 
of further bonds, so that this issue is well 
protected. The bonds mature in 1941 and 
a sinking fund of 244% per annum of the 
total amount of bonds outstanding is pro- 
vided for their purchase in the market up 
to par. 

The business of the company has more 
than doubled in the last five years and is 
still increasing steadily. During the past 
five years earnings have averaged four 
times annual interest requirements. The 
company has paid dividends on its com- 
mon stock at the present rate of 8% per 
annum since 1904. 





The present issue was offered at 95 to 
yield about 734% and was well received, 


Detroit United ist Mortgage 
Collateral 8s 


This issue of bonds ($4,000,000) is se- 
cured by pledge of $4,155,000 of underly- 
ing closed first mortgage bonds covering 
202 miles of interurban track outside the 
City of Detroit. The value of this prop- 
erty after depreciation is appraised at over 
$11,000,000. Earnings-of the property for 
the past six years have averaged about 2.3 
times the annual interest charges. 

Dividends of not less than 5% per 
annum have been paid on the capital stoc 
of the company continuously since 191! 
The bonds are protected by a large sink 
ing fund and in every way are carefull 
safeguarded. Offered to yield a return o 
8.10% they may be regarded as a ver: 
attractive public utility investment. 





Power and 





the Pacific 


(Continued from page 531) 





The Table shows an increase in nine 
years as follows; 

Hydro: From 617 Million to 988 Mil- 
lion K. W. H. or a little over 60%, which 
is 5.4% compounded annually. 

Steam: From 110 Million to 488 Million 
K. W. H. or approximately 345% which 
is 18% compounded annually. 

In total—from 727 Million to 1476 Mil- 
lion or about 103%, which is 8.2% com- 
pounded annually. 

It also shows that steam output ranged 
from a minimum of 12.4% to a maximum 
of 33.6% of the total output. 


Steam Reserves 

Until the reliability of hydro-electric 
plants with transmission to load centers 
is as certain as steam plants, steam re- 
serves in the metropolitan districts must 
be maintained, if not for the maximum 
peak,- which is preferable, at least in suf- 
ficient capacity to insure the continuity 
of preferred service, but such plants must 
be used for standby purposes or to supply 
kilowatts, if this function can be imagined 
instead of kilowatt hours, leaving the 
kilowatt hours to be produced from them 
to be determined by consideration of 
economy based upon proper division of 
the peak loads to be carried. on steam. 
Taking the character of peaks obtaining 
in the past, and oil at $2.00 per barrel, a 
figure of the order of 10% is the propor- 
tion of the kilowatt hours this company 
should carry on steam for standby and 


economic production. If a greater per- 
centage is produced on steam, it means 
that the cost per kilowatt hour is greater 
than it would be if produced from addi- 
tional hydro plants. With this as a cri- 
terion, it appears that during the last 9 
years, and particularly within the last 
three, there have been times when the 
steam output in percent of the total was 
too high for the best economy. It is ob- 
vious that as the price of oil goes up, 
with other conditions remaining the same, 
the percentage of kilowatt hours to be 
carried on steam should be lowered. 

Taking the increase in output which has 
prevailed, as the basis of judgment, it 
would seem that any forward looking 
policy should have in it the idea of pro- 
viding sufficient facilities to care for at 
least as much growth in the future as has 
obtained in the past, unless there are ex- 
tenuating circumstances to discount this 
reasoning, and these needs must be antici- 
pated sufficiently in advance to permit 
construction to be completed by the time 
the facilities are necessary for the pro- 
duction of the energy which it is believed 
will be required. 


Anticipated Increase 


On the basis of an annual increase of 
8.2% as has been found to prevail for the 
past nine years, the anticipation for the 
period 1920 to 1930 may be expressed as 
in Table IT: 











TABLE 


Aver. load in 
Kilowatts 


168,000 








182,000 
197,000 
13, 
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3% 
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Anticipated Growth of Load, 1921 to 1930 Inclusive, for Pacific Gas and Electric Company, 
Based on Past Rate of Growth of 8.2%. 
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22.000 449,000 34,000 
24,000 426.000 87.000 
26,000 526.000 40,000 
28,000 569,000 43,000 
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Table II shows that if the growth ob- 
tains as shown in the above table, the out- 
put in 1929 should be 3 Billion Kilowatt 
Hours, which is a little over twice that 
of 1920. 

A study of the load factors of the past 
shows that the 65% which has been at- 
tained is not likely to be exceeded in the 
immediate future. -This was used in 
Table II in the determination of the prob- 
able peaks. It will be seen that the peak 
load which was 259,000 kilowatts in 1920, 
will be 526,000 Kilowatts in 1929, and the 
annual increases are shown to be 21,000 
Kilowatts for 1921 over 1920 to 43,000 
Kilowatts for 1930 over 1929. 

It is on this basis of reasoning that the 
company is laying out its program for the 
near future, as it intends to provide suffi- 
cient facilities to satisfy the demands 
which may come upon it as nearly as 
these may be determined. This reasoning 
should be sound for at least a few years, 
and if it is found that the rate of growth 
decreases in the next few years, or in- 
creases by reason of railway electrification 
or by taking on loads of a character not 
now carried, the construction program 
can be modified to meet the situation. 


Pit River Development 


There is now under way, the compre- 
hensive development of the Pit River. 
This unique river drains a basin of about 
6,000 square miles lying to the east of 
the Cascade Range in the northeastern 
part of California. 

Generally speaking, the basin is of a 
volcanic structure of comparatively re- 
cent origin. Mt. Shasta on the northern 
edge of the area rising to an elevation of 
14,380 feet is an extinct volcano, on whose 
slopes rises the McCloud River, one of 
the principal tributaries of the Pit. On 
the southern boundary is Mt. Lassen, ele- 
vation 10,600 feet, the only active volcano 
in the continental United States and on 
whose slopes rise the waters of Hat Creek, 
another of the tributaries of the Pit. 
However, the main portion of the Pit 
Basin is a plateau region lying at an ele- 
vation of 3,000 to 5,000 feet, being broken 
by several projecting spurs or ranges ris- 
ing to a considerably greater elevation. 

The precipitation on this immense lava 
plateau largely sinks through the lava, 
and, being cut off from direct outflow by 
the lava, flows across the old stream chan- 
nels, is stored in lava covered storage 
basins and emerges in very large springs 
almost perfectly regulated. An example 
of this is Burney Falls on Burney Creek, 
one of the tributaries of the Pit. At the 
falls a spring of about 160 cubic feet a 
second rises or comes through the lava 
layers. The underground storage basin 
formed by the lava flow across the stream 
furnishes the water for Burney Falls. 
In the Pit Basin about eight miles east 
of Burney Falls there is a similar spring 
at Crystal Lake near Cassel giving about 
the same quantity of water as Burney 
Spring. At Rising River about three 
miles above Crystal Lake another spring 
of 350 cubic feet a second rises. The 
most remarkable of these springs is, how- 
ever, at Fall River where rises an almost 
perfectly regulated flow of 1,500 cubic 
feet a.second. The four springs at Bur- 
ney, Crystal Lake, Rising River and Fall 
River, together with other springs in the 
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Exempt from all Federal Income 
Taxes 
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City of Akron, Ohio 
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Dated April 1, 1920. $50,000 due 
each April 1, 1924 and 1925 
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anders & Dempsey 


FINANCIAL STATEMENT 


Value of Taxable Property 

(est.) 

Assessed Value of Taxable 
279. 


Population (1920), 208,435 


These bonds are the full and_ direct 
obligation of Akron City School District 
which includes the entire City of Akron 
and considerable valuable territory ad- 
jacent thereto. 


Price to Yield 6% 


Further partieulars of the above and 
other United States and Canadian Mu- 
nicipal Bonds yielding up to 8.50% upon 
request for Circular M.W.19. 
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We recommend as an exceptional invest- 
ment . 


Central Petroleum 
Preferred 


Dividend guaranteed by Union Oil Co. 
of Delaware, which Company also 
agrees to retire Central Petroleum Pre- 
ferred in April, 1923, at $100 per share, 
or give up control. If purchased now 
and held for payment as above, the 


Yield is 21% 


Retirement is reasonably certain, as the 
Union Oil Co. will undoubtedly keep 
control of Central Petroleum’s valu- 
able properties, consisting of ownership 
of 23 subsidiaries with 23,500 acres of 
lands, on which are 953 wells produc- 
ing 5,300 barrels of oil daily. 


Accrued dividend from April ist goes 
to present purchasers. is now 
amounts to $170 on 100 shares. 


Price and Circular M.S.T. on Application 


We buy listed investment securi- 
ties on MONTHLY PAYMENT 
PLAN. Write for our booklet, giv- 
ing terms and plan. 


Douglas Fenwick & Co. 


34 Wall Street New York 
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basin, furnish a total of about 2,500 cubic 
feet per second. 

The Pit River Basin can be considered 
to consist of areas of mountains, porous 
lavas, and plateaus having varying 
amounts of precipitation, Roughly, the 
plateaus receive from 14” to 18”, the lava 
areas from 18” to 34” and the mountains 
from 30” to 60”, the maximum obtaining 
in the mountainous region on the head- 
waters of the McCloud River. 


The Runoff 


The runoff is a minimum in the plateau 
areas, and a maximum in the mountain 
areas. Although the porous lava areas 
and the mountain areas produce the bulk 
of the flow, the former is under much bet- 
ter regulation as might , be expected. In 
fact, the basin, with respect to runoff, 
which is relatively uniform is unlike the 
usual California streams, the only re- 
semblance occurring in the case of the 
McCloud. As an example, from a study 
of the flow of Fall River for the 1912- 
1913 season, it appears that the seasonal 
runoff was 1,020,000 acre feet, which is 
equal to a depth of 28” over the entire 
apparent drainage area, which exceeds the 
annual precipitation by four inches. From 
this, it is apparent that there are large 
flows into the Fall River drainage from 
areas outside. 

The watershed of the Pit River at Hen- 
derson, a few miles below the last diver- 
sion contemplated on the Pit, is 4,809 
square miles, and that of Fall River at 
Fall River Mills is 676 square miles. The 
mean annual discharge of the Pit at Hen- 
derson for the ten year period from 1911 
to 1920 inclusive is 2,400,000 acre feet. 
The yield per square mile on the Pit River 
at Henderson is about three-quarters of 
a second foot, and for Fall River at Fall 
River Mills, about two second feet. For 
the Pit, during this period of record, the 
minimum - flow is 2,010 second feet, and 
the maximum 13,300 second feet, or but 
6.6 times the minimum flow, which in- 
dicates at a glance that the watershed at 
the Pit gives off its water under superior 
regulation. But Fall River is still more 
interesting in this respect. In this case 
the minimum flow is 1,240 second feet, 
and the maximum 1,590 second feet, or 
about 1% times the minimum. In both 
Fall River and Pit River, the ratio of the 
minimum to maximum flow is extremely 
low, which is highly favorable and in- 
dicates that these streams have no flashy 
character and that great storage works 
are unnecessary. 


Lower Development 


It is the plan of this company to de- 
velop the Pit below No. 2 Plant, for 2,- 
500 second feet constant flow. This 
amounts to 1,810,000 acre feet annually 
out of a mean annual discharge of 2% 
million acre feet. This 1,810,000 acre 
feet, if supplied by storage at $20.00 per 
acre foot, would show a capital cost of 
the order of thirty-six million dollars. 
It is true that minor storage will be nec- 
essary to regulate the river on dry years, 
but in no year of which we now have 
record has the river failed to yield water 
sufficient to produce an average flow of 
2.500 second feet. For the years 1918 to 
1920 inclusive, net storage of 34,000, 62,- 
000 and 118,000 acre feet respectively 
would have been required to regulate the 


river to 2,500 second feet flow. This 
maximum storage at the same unit cost 
would represent a capital cost of some 
3 million dollars, which is relatively neg. 
ligible when compared to the figure given 
above. So, when it is considered that 
underground storage of a value of above 
30 million dollars is available, it is then 
we can visualize the importance of the 
Pit and its tributaries as natural water 
producers. 

The Pacific Gas and Electric Company 
contemplates the full development of the 
Pit ‘River Basin from a point on Fall 
River above Fall Fiver Mills to a point 
on the Pit below the Big Bend, a distance 
along the streams of 60 miles. The total 
fall is 2,104 feet, of which it is expected to 
utilize 2,074 feet in at least five plants 
The total continuous power is computed at 
320,000 K. W., requiring an installed 
capacity of upwards of 450,000 K. V. A. 

As mentioned, the minimum daily flow 
of the Pit is 2,010 second feet. It is tenta- 
tively proposed to install a storage reser- 
voir at a point below Pecks Bridge, of 
sufficient capacity to regulate the river 
below to 2,500 second feet. A storage of 
34,000 acre feet will do this on all but two. 
years in ten. Below this reservoir will be 
built at least three of the five plants. 
Above the reservoir will be two plants, 
one of which is now under construction— 
Pit No. 1, receiving Fall River water, an 
average flow of 1,400 second feet, and! 
Pit No. 2—this and additions from Pit 
making a total average flow of 1,500: 
second feet. Pit No. 1 will contain 2— 
35,000 K. V. A. generating units, which 
will operate under a total head of 454 
feet. 


Two Additional Plants 


In addition to the development of the 
Pit, two plants are now going in on Hat 
Creek, These will utilize substantially all 
the drop existing from Hat Creek Valley 
to the Pit. Hat Creek No. 1, under a 
total héad of 217 Feet, will receive 400 
second feet of water average low flow, 
which flow is largely from Rising River, 
whereas Hat Creek No. 2 under a head 
of 201 Feet, will have its flow increased 
to 600 second feet, largely by contribu- 
tions from Crystal Lake and Rock Creek. 
Each of these plants will have a single 
generating unit of 12,500 K. V. A. 

The Pit River plants are located about 
250 miles from San Francisco Bay Region, 
and it is proposed to transmit the power 
which will be developed at a pressure of 
220,000 volts. This transmission line is- 
now under construction from the Hat 
Creek Plants to a point near Vacaville a 
distance of about 200 miles, at which: 
point the main primary substation will 
be constructed to effect transformation 
and line regulation. 

In addition to the plants on Pit River, 
an additional plant is now under construc- 
tion at Spring Gap on the’ Stanislaus 
River, a Sierra Stream to the south. This 
plant will have an installed capacity of 
7,500 K. V. A. and will operate under a 
head of 1,865 feet. 

The construction program of this com- 
pany will call for the expenditure of many 
million dollars during the next ten years to 
develop, transmit and distribute pit power, 
if it is to be in position to meet the de- 
mands which must surely come upon it. 
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Owing to the fact that it had no reserve 
whatever in 1920 even after curtailing 
the use of energy, no deferring of con- 
struction is permissible even though the 
anticipations for 1921 and for the few 
years immediately thereafter may not be 
fully realized. Roughly, every increase 


in peak of 5,000 kilowatts means an 
added capital investment in generation, 
transmission and distribution facilities of 
two million dollars in round numbers 
The established program calls for the 
completion of the various plants now un- 
der construction as shown in Table III: 


The average system output in 1920 was 
168,000 kilowatts. The operation of the 
two Hat Creek Plants, Spring Gap and 
Pit No. 1 will add 62,500 kilowatts of 
continuous output, thus increasing the 1920 
output about 37%. These developments, 
together with the high voltage transmis- 
sion line from the Pit River, the recon- 
struction of lines to take Pit power to 
the San Francisco Bay Region, and the 
improvements, rearrangement and _ in- 
creases in capacity of various existing 
facilities, will provide for the normal sys- 
tem growth to 1924, reduce the amount of 
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TABLE Ill. 


ovéWonecdiceee 1, 1922 
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1, 1927 
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The development of Pit No. 5 will run 
over a period of years. Necessary units 
will be installed at times as may be de- 
termined by further consideration of 
growth of load in the next few years; 
however, a tentative program calls for 
the installation of a 50,000 K. V. A. unit 
in each of the years 1928 to 1931 inclu- 


kilowatt hcurs to be supplied by steam and 
effect corrective measures which are 
pressing. 

When the developments proposed for 
the Pit River are fully completed, there 
will be rendered available, 3 billion kilo- 
watt hours per year, or twice the output 
for 1920. This should take care of the 
company’s needs to the end of 1931. 





That Coal 


Editor MAGAZINE oF WALL STREET: 

Your correspondent in August 6 issue 
is only one of many who seem ignorant 
of the business of coal mining and its 
product. (I refer to the bituminous in- 
dustry of the Middle West.) 

I have been more or less mixed up 
with the coal industry for the past 20 
years, and now travel to all the mines in 
Illinois that are south of Springfield. I 
think I have learned a little about the 
business. 

At the present time the mines of this 
section are running about two days per 
week as an average, while many mines 
are shut down entirely. Yes, it’s due to 
lack of orders, and you can’t make people 
buy coal when they don’t want to, any 
more than you can make a horse drink 
when you lead him to the trough. 

Why don’t the mines run anyhow and 
store the coal? 

To store it at the mine means extra 
cost, probably at least 25c., and more if it 
has to be screened to suit the buyer, and 
in times like these the buyer has to be 
suited. He will also rebel at paying this 
storage cost. There are few operating 
companies who have the facilities at the 
buyer’s end of the railroad to store coal, 
and there is where the storage has to be 
made if it is to help avert a shortage. 
Shortage is practically always the result 
of inadequate transportation and very sel- 
dom a question of production, as witness 
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Shortage 


actual operating time in winter when there 
has been a normal operation in summer 
and fall. 

As a matter of fact there is some coal 
in storage at the mine now, because the 
price offered is less than the pay roll cost, 
to say nothing of salaries, plant upkeep, 
depreciation, interest and taxes, and com- 
pensation. There are but few mines 
equipped to store coal, and the quantity 
they can store with normal expense is 
comparatively very small. Finally most 
bituminous coal does not lend itself to very 
satisfactory storage and neither are many 
producing companies able to finance storage 
on a large scale. 

On a certain side track a large number 
of cars have been stored all summer. 
Within the last ten days they have disap- 
peared. I was informed today that the car 
distributor of this district said cars were 
disappearing—he didn’t know where—and 
an operator expected a car shortage to be 
felt in less than 30 days. 

The buyer is king now, but events seem 
to indicate he will lose his crown before 
many weeks. 

Ranting will never solve this problem but 
only the application of common sense busi- 
ness methods. And always we must con- 
sider the material we are dealing with 
and viewpoint of the consumer. 

Very truly, 
F. W. R. 
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JUNE RAIL EARNINGS 
(Continued from page 541) 








There was no material change in the 
operating results of any of these roads. 


Western Carriers 


Chicago, Milwaukee & St. Paul for 
the first time this year reported a balance 
after operating expenses. The accumu- 
lated operating deficit for the first five 
months of the year was thus reduced 
from $3,622,814 to $2,815,724. 

Chicago & Northwestern also for the 
first time this year reported a net oper- 
ating balance, but a vast improvement 
over the June showing is necessary to 
wipe out the large deficit of $4,461,094 
which existed on May 3lst. The total 
operating deficit on June 30th amounted 
to $3,567.055. 

Colorado & Southern’s gross and net 
earnings declined from the previous month 
Gross for June amounted to $1,541,592 
and net $52,676, compared with $1,823,536 
and $340,906 respectively in May. Earn- 
ings for the six months were at the an- 
nual rate of $4,900,000, compared with a 
government guarantee of $4,724,965. 

Great Northern’s earnings improved 
considerably in June. Net operating in- 
come amounted to $1,187,985 compared 
with $179,343 in the previous month. The 
accumulated deficit for the six months 
now amounts to $1,611,160. 

Northern Pacific operations for the 


month of June were decidedly poor. The 
road reported an operating deficit of $624 - 
329 compared with an operating deficit of 
$393,021 in the previous month. Total 
operating deficit for the six months to 
June 30th amounted to $1,835,666. 


North Central Roads 


Pere Marquette’s net earnings in- 
creased from $137,073 in May to $427,425 
in June. Earnings for the six months 
were at the annual rate of $2,570,000, com 
pared with a ‘government guarantee of 
$3,748,196. 

Wabash did not fare as well in June 
as in the previous month. Net operating 
income amounted to $3,988 compared with 
$274,236 in May. Earnings for the six 
months were at the annual rate of $2,- 
000,000, compared with a standard return 
of $5,826,810. 


Transcontinental Lines 


Southern Pacific had an excellent 
month in June. Gross earnings increased 
from $21,345,000 to $23,044,000 and net 
operating income from $1,762,000 to $3,- 
181,000. Earnings for the six months 
were at the annual rate of $30,300,000, 
compared with a government guarantee 
of $48,244,660. 

Union Pacific reported about the 
same gross and net as in the previous 
month. Earnings for the six months were 
at the annual rate of $23,500,000, com- 
pared with a standard return of 
$39,369,411. 





Mining Labor Contracts 
Chapter [X—Business Principles Applied to Mining 
By HARRY J. WOLF 


| various industrial operations, includ- 

ing mining, the labor employed is usual- 
ly compensated either by the payment of 
wages, according to the wage scale of the 
locality, or industry, or in accordance 
with the terms of a written or verbal con- 
tract. The wage system, or day’s pay 
system, as it is frequently called, is usual- 
ly more satisfactory for unskilled labor 
that requires constant direction and super- 
vision. However, in many operations, par- 
ticularly in mining, where skilled labor is 
employed, it is often more satisfactory to 
both employer and employee to compen- 
sate labor on a contract basis. From the 
employer’s or operator’s standpoint, the 
contract is more satisfactory because the 
employer can determine in advance about 
what it will cost him to accomplish cer- 
tain definite results. For similar reasons, 
the skilled laborer prefers the contract 
system, because he knows he is being re- 
warded according to his merits, and he is 
given an opportunity to capitalize his skill 
and experience by gaining in exchange for 
it a greater remuneration per unit of time 


than he would receive for the same kind 
of employment under a wage system. 


The general operation of a labor con- 
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tract in connection with mining can be 
illustrated best by reviewing some of the 
important features of such a contract, 
paying particular attention to operating 
conditions peculiar to mining, although the 
general principles involved apply to other 
industries. 
Important Points 

The opening paragraph of a labor con- 
tract should contain the usual statement of 
the date of the agreement, and the names of 
the contracting parties, which may be in- 
dividuals, partnerships, or corporations. 

The second important consideration in a 
labor contract is a clear statement of the 
work to be done, and this statement should 
go into whatever details may be necessary 
to make a misunderstanding impossible. 
For example, if a drift is to be driven in 
a mine for the purpose of developing a 
mineral vein, or if a cross-cut is to be 
advanced in country rock, it is necessary 
to state explicitly some of the following 
conditions : 

1. Distance to be driven. In the case 
of important work, this is for the protec- 
tion of both employer and employee. If 
the employer is forced to go to consider- 
able expense for equipment in order that 
a certain piece of work may be properly 
accomplished, it is necessary that he be 
protected against any disposition the con- 
tracting miner might have to quit work in 
the event that the rock became harder 
than he expected, for the contractor might 
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cause the employer considerable incon- 
yenience, delay and perhaps actual loss 
through his failure to carry out his part 
of the contract, through any misunder- 
standing, deliberate or otherwise, regard- 
ing the distance to be driven. On the 
other hand, the contractor who has agreed 
to advance a tunnel some considerable dis- 
tance, and then has the good fortune to 
find that the rock is much softer than he 
expected, thus permitting him to make 
rapid progress, should be protected against 
any disposition on the part of the mine 
manager to cancel the agreement in the 
hope of accomplishing the work at lower 
costs, 

2. If a tunnel is to be driven, it is wise 
to state its minimum dimensions in the 
clear. This will avoid the temptation to 
make the opening irregular in size, par- 
ticularly at points where the rock may be 
harder than usual and avoid subsequent 
delay and expense incident to trimming off 
irregularities. 

3. If the tunnel is to be used for either 
haulage or drainage purposes, as it usually 
is, it is advisable to stipulate the grade to 
be maintained, so that a track may be 
laid, which will permit haulage under effi- 
cient conditions. -In many cases this stip- 
ulation would be of great importance, be- 
cause a tunnel driven on too steep a grade 
might be useless for haulage purposes, 
and if the grade is too flat, the tunnel 
might be useless for either haulage or 
drainage. The type of haulage equipment, 
and the tonnage to be moved, are the 
chief factors that will determine the grade 
that should be specified in the contract. 

4. If the nature of the ground through 
which the opening is driven is of such a 
character as to require that it be timbered 
in order to prevent caving, and if the con- 
tract is designed to cover the placing of 
the timber and the construction of the 
track, then the agreement should contain 
full specifications covering the method of 
timbering, and the manner in which the 
track is to be installed. For example, it 
might be wise to specify the inside dimen- 
sions of a typical timber set, the mini- 
mum dimensions of the sticks of timber to 
be used, the distance between sets, and 
all the details in comnection with the tim- 
bering. In the case of important haulage 
tunnels, it may be necessary to go into 
such details as the degree of curvature of 
the track, in cases where curves are per- 
mitted, in order to avoid subsequent delays 
required to trim off sharp corners, and in 
any case prevent the development of con- 
ditions which might later be embarrassing 
or inconvenient from an operators’ stand- 
point. Even in the case of very simple 
contracts, it is well worth while to stipu- 
late in considerable detail how work is 
to be done and how equipment must be in- 
stalled. If the contract contains such de- 
tailed specifications, then the contractor 
knows what is expected of him, and the 
employer can be assured of satisfactory 
work, 


Non-Interference 


5. In a busy mine, the contractor may 
find it necessary in connection with his 
work, to make use of certain main haul- 
age tunnels, or main underground stations. 
Naturally, he is tempted to consider his 
own convenience first, and overlook the 
fact that other mining operations must go 
on undisturbed. In a case of this kind, 
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particularly if the mine is required to 
maintain a certain tonnage production, it 
may be necessary to inject into the labor 
contract a stipulation requiring non-inter- 


ference on the part of the contractor with 


certain other regular mining or haulage 
operations. 

6. Another consideration which is fre- 
quently overlooked in contract develop- 
ment work is that it is often essential that 
the mine drift be driven along a certain 
mineral vein, or a portion of a vein, for 
no other purpose than to give information 
regarding the width and quality of the 
ore exposed by the new opening. Where 
the object of the drift is primarily for the 
purpose of blocking out new ore reserve, 
or determining the commercial value of a 
vein of mineral in a certain part of the 
mine, the contract should stipulate that the 
opening be driven on the ore, regardless 
of the fact that the material alongside the 
vein may be much softer and permit the 
contractor to make more rapid progress. 
Much development money has been wasted 
in driving drifts in relatively soft, worth- 
less country rock which gives absolutely 
no useful information regarding the ore 
deposits, when perhaps every foot of the 
drifts should have been driven along re- 
latively hard streaks of mineral which 
contain all of the payable ore, as deter- 
mined by the mine samples. Where such 
misdirected work has been accomplished, 
it may be necessary to drive numerous 
cross-cuts into the valuable portion of the 
vein in order to determine its commercial 
value, or perhaps enable an examining 
engineer, who is representing a prospec- 
tive buyer, to gain a conception of the 
possibilities of the property. From these 
conditions it will be observed that in draw- 
ing up the specifications for a mine de- 
velopment contract, it is well to look 
ahead and consider the various useful 
purposes to be served by the development 
work. under consideration. It should be 
clear to any mining man who has occasion 
to draw up a development contract, that 
several hundred feet of drift in worthless 
country rock, alongside a mineral vein, 
is likely to be decidedly uninteresting to 
an examining engineer, whereas the same 
amount of work performed on the vein 
itself may add greatly to the determinable 
value of the mine. This point is empha- 
sized particularly, because it is so often 
neglected. 


Regarding Supplies 

7. A mining labor contract should con- 
tain a statement regarding the supplies to 
be used in connection with the work. 
Sometimes the employing company sup- 
plies everything that the contractor uses, 
whereas in other cases the contractor may 
supply all his own equipment, and even 
the permanent improvements which are 
usually left underground, provided he is in 
a position to supply such materials to his 
advantage. However, in most cases, the 
contractor is required to furnish all con- 
sumable supplies needed in connection with 
the work, and the company supplies the 
permanent improvements. For example, 
the contractor may or may not be required 
to furnish the drilling equipment; pow- 
der, fuse and caps; and the lights, if 
candles or lamps are used. On the other 
hand, the company usually furnishes all 
track material, air and ventilating pipes, 
and power. 
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8. The contractor may be financially ir- 
responsible, and have practically no work- 
ing capital, in which event it may be 
necessary. for the employing company to 
supply everything, except labor; although 
the contractor is usually required to pay 
for his consumable supplies, in order to 
guard against fiis temptation to waste them 
or use them inefficiently. If contractors 
purchase supplies from the company, which 
is able to buy them in large quantities 
and consequently at favorable prices, a 
schedule of prices should be included in 
the labor contract, covering all items that 
may be used by the contractor. Under 
such circumstances, the company fre- 
quently sells supplies to the contractor at 
cost, plus a small percentage to cover ex- 
pense of handling. This is usually to the 
advantage of the contractor, who would 
otherwise have to pay retail prices for 
materials which he would purchase from 
dealers, and furthermore, the contractor 
might be unable to buy his supplies other- 
wise than on a cash basis. 

A labor contract should contain a 
statement of the date the proposed work is 
to commence, and the minimum rate of 
progress. This progress is usually mea- 
sured in linear feet of advance per month, 
or other unit of time. In order to guar- 
antee due diligence on the part of the con- 
tractor, it is sometimes advisable to re- 
quire a certain minimum number of shifts 
of work per day, or per month. The ob- 
ject of this stipulation is to prevent an ir- 
responsible contractor from holding vir- 
tual options on numerous development 
contracts at the same time, and not be 
able to fulfill any of them, to the disad- 
vantage and embarrassment of the em- 
ployers, who would be subject to substan- 
tial loss on account of the delays. 


Faithful Performance 


In order to insure the faithful per- 
formance of a labor contract, it is some- 
times necessary for the company to 
withhold a certain percentage of the con- 
tractor’s earnings until the contract is 
completed according to specification. Such 
a stipulation not only protects the company 
against loss and delay in case of the con- 
tractor’s failure to proceed, but serves to 
insure good work on the part of the con- 
tractor, who knows that it is to his ad- 
vantage to complete his contract as soon 
as possible, and to his financial disadvan- 
tage to quit work, or forfeit his contract 
through his failure to live up to its terms. 

For the protection of the mine owner, 
it is necessary to insert in a labor contract, 
a statement covering all conditions where- 
under a forfeiture of the contract may be 
declared by the company. Such a condi- 
tion gives the company the privilege of 
eliminating unsatisfactory and undesirable 
labor, should it be necessary to do so in 
the interest of safety and progress. 

The contract must bear the signatures 
of the parties thereto. Where corpora- 
tions are involved, the contract should be 
signed by the company’s officers or by duly 
authorized agents. 

Where the work to be covered in the 
contract involves a large outlay for equip- 
ment and supplies, it is necessary that the 
agreement be caretully drawn by a com- 
petent attorney who thoroughly under- 
stands mining conditions. Every detail 
which may have ~ bearing on the problem 
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under consideration, should be mentioned 
in the contract. It is quite unlikely that 
any injury or embarrassment can come to 
either party to such a contract as a result 
of the multiplicity of stipulations therein, 
provided the conditions are fair and rea- 
sonable. On the other hand, considerable 
loss of time and money may result from 
a failure to make such conditions clear, 
provided either party is disposed to take 
advantage of the situation. 

Labor contracts are often of a relatively 
trivial nature, and in such cases, they are 
frequently verbal. The terms of a verbal 
contract should be simple and definite, so 
as to avoid undesirable misunderstanding 
Thousands of feet of mine development 
are performed and thousands of dollars 
are paid by mining companies to thei 
contractors, without so much as_ th 
scratch of a pen in the form of a contract 
Such contracts are usually quite satisfac- 
tory, particularly where the miners are 
acquainted with the company management. 
and know from experience that they will 
be treated fairly. However, in the case 
of important works, it is to the interest 
of all parties concerned in a mining con- 
tract, to have an agreement in writing, 
which sets forth clearly and concisely what 
is to be done and what is to be paid for 
it, and what is not to be done. 


Detecting Fakes 

Commissioner of California Corpora- 
tions Bellows suggests that prospective in- 
vestors follow these simple rules: 

1. Refuse to buy stocks except from or 
through brokers or brokers’ agents, com- 
panies or company agents who can show 
a license or permit from the State Cor- 
poration Department. 

2. In every instance, when solicited to 
purchase stocks, request that the solicitor’s 
license or authority from the State Cor- 
poration Department, or the company’s 
permit for the sale of such stock in Cali- 
fornia, be shown. 

3. If solicitors cannot produce such li- 
cense or permit, refuse to purchase, and 
immediately notify the, Commissioner, 808 
Forum building, Sacramento, Cal., of such 
offer, giving the name of the solicitor and 
such other data as possible pertaining to 
the stock offered. 

4. Do not invest in stocks of corpora- 
tions offered by circulars sent by mail, un- 
less it is satisfactorily shown that such 
stocks are authorized to be sold in this 
State. If in doubt write or otherwise 
communicate with the Commissioner for 
information as to whether authority has 
been given for the sale of the stock. 

5. Beware of all extravagant promises 
for fabulous returns from small invest- 
ments in stocks. 

6. When in doubt concerning the rep- 
resentations made of any stock offers, im- 
mediately communicate with the Commis- 
sioner, who will advise whether the stock 
is authorized for sale, or whether the so- 
licitor has authority to sell. 

7. Remember, always that the broker, 
agent or company having a California per- 
mit to sell in California is under the juris- 
diction of this department, and, if you 
contemplate investing, do your business 
with them. 
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What Brokers Think 

















HE greatest obstacle to a return of 

general prosperity is the lack of bal- 
ance between prices paid to producers 
o! raw materials and those paid for labor. 
Generally speaking, the price of commodi- 
ties is now down to a pre-war level, but 
the purchasing power of the producer of 
those commodities is less than normal 
because the price of goods entering into 
his daily consumption is so far above 
Meantime, the wage of those en- 
gaged in railroad and manufacturing 
businesses is still far above pre-war 
hgures. The long list of dividend reduc- 
tions is eloquent of the fact that owners’ 
remuneration is down to a minimum, or 
more simply speaking, that businesses of 
this type are being run at no profit. Now 
no business is going to continue indefi- 
nitely without a profit, or at a loss; con- 
sequently there are just two courses open. 
Either the price of goods manufactured 
must be increased or the principal item of 
cost, the wage bill, must be reduced. As 
the purchasing power of the consumer is 
unable to absorb full production, even at 
present prices, it is evident that the second 
course is the only practicable one. This 
is, necessarily, a slow process and one 
not to be pressed too vigorously. WNat- 
urally, no one enjoys having his wages 
cut down, no matter how necessary it 
may be. Labor has shown itself reason- 
able and we believe it will continue to 
do so ‘unless beguiled by union labor 
leaders. Simply too much must not be 
expected until this process has been com- 
pleted. 

The restoration of railroad earning 
power seemed to be threatened by the 
danger of not passing the relief bill, but 
this danger, apparently, has passed. We 
cannot take seriously the threat of rail- 
road labor trouble. Railroad labor is, 
perhaps, more conspicuously out of line 
than any other. It would, perhaps, not be 
a misfortune if this matter were brought 
to a head quickly. We believe the danger 
would be found to be mostly imaginary. 
No board or organization can long main- 
tain a position contrary to the economic 
trend. 

An encouraging feature is thai com- 
modity prices, for the first time in over a 
year, show a slight increase. 

After quite a continued decline in money 
rates, these have recently stiffened and 
have naturally affected what has been, for 
several weeks past, a remarkable sale of 
bonds. The reservoir of capital can fill 
up only so fast. It would seem as though 
the volume of recent investment offerings 
had drawn this down a little too rapidly. 
In short, the demand for capital tempo- 
rarily overtook the supply and when this 
happens interest rates are bound to stiffen. 
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normal. 


Nevertheless, this is but a temporary in- 
terruption. A steady stream of capital is 
flowing in and over a period of time is 
bound to bring about easier monetary 
conditions. 

We have steadily disparaged the idea 
that there can be any sudden return to 
prosperity, and we are still of the same 
opinion. If this country were the only 
one affected, this might be possible, as in 
1908, but today, the whole world is de- 
moralized. No one nation can be really 
prospercus with the rest of the world far 
below par; all must improve together, 
and the process of national and inter- 
national adjustment is bound to be very 
long drawn out. Stocks, to be sure, have, 
perhaps, far greater property value behind 
them, in proportion to price, than at any 
previous time, but assets are of real value 
to the shareholders only as they produce 
earnings. This is emphatically not the 
case at the moment, but in the long run 
is bound to tell. 

. While we believe in facing facts as they 
are, and these at the moment are none too 
brilliant, it is also a fact, we believe, that 
if the worst has not been discounted in all 
cases, in the great majority it has been 
very nearly so. In other words, while tov 
much must not be expected in the im- 
mediate future, it is a situation where, 
as in all times of depressed values, 
patience and courage will, in the end, reap 
large rewards.—Hayden, Stine & Co. 





The Business of Politics 


“Unless Congress and the Executive De- 
partments are willing to cut where cuts 
are possible, we may as well tell the 
country there is no hope of tax reduction 
and that there is grave likelihood of tax 
increases.”"—Wm. E. Borah, United States 
Senator from Idaho, in advocating reduc- 
tion of the standing army, restriction of 
the naval program, and withdrawal of 
American troops from Germany. 

If the people of this country ever needed 
sane, business judgment in the dispatch 
of national legislation, that time is now. 
After weary months of backing and filling, 
practically no pre-election promise of the 
party in power has been fulfilled. Busi- 
ness, halting, was to be revived and 
started on its way again; doubt and un- 
certainty were to be removed; a tariff 
which would insure the country’s indus- 
tries against ruinous (which is alto- 
gether different from fair) competition 
was to be placed on the statute books, and 
taxation revised so as to be consonant 
with the business of a country at peace 
though recently emerged from war. 

Latest advices from the National Capi- 
tal carry more than an intimation of the 
probability that effective tax revision will 
not prove a constructive factor this year. 
Despite the unanimity of agreement that 
the lean months of business and of in- 
dustry will in themselves effectively have 
repealed, or, at best, nullified for the cur- 
rent year the excess profits tax, the prop- 
osition now being debated is to permit the 








Readjustment 


of 
ALLIED PACKERS 


INCORPORATED 


Deposits under the Plan and 
Agreement dated April 30, 1921, 
as modified July 1, 1921, aggre- 
pen in excess of 55% of the 

ebentures, 56% of the Preferred 
Stock and 53% of the Common 
Stock. In view of these large 
deposits and the general approval 
of the Plan as modified the Com- 
mittee has extended the time 
within which deposits may be 
made until the close of business 
on SEPTEMBER 15, 1921. The 
Committee is unwilling to at- 
tempt to consummate the Plan 
with only the present amount of 
securities deposited, and unless 
within the time now fixed addi- 
tional deposits in large amounts 
are made so that the Committee 
will feel justified in taking steps 
to carry out the Plan it will 
abandon all efforts to consum- 
mate the same. 


Dated New York, August 8, 1921 


Grorce W. Davison, Chairman 
Currron H. Dwinnetr 
ames C. FENHAGEN 
omn FLeTcuer 
exsert I. Foster 
Wruam A. Law 
Epowin C. Lewis. Committee 


C. E. Sigler, Secretary, 
80 Broadway, N. Y. City 
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ANNOUNCING THE BANKER 
THE RICHARD D. WYCKOI 


To the Bankers of the United States 


You are loaning millions of dollars to firms, corporations and individuals 


engaged in various industries. 


You spend thousands of dollars investigating the character, standing and 
resources of these concerns—your depositors and clients. 


But 1921 has proved that changes in the condition of the industries in 
which you borrowers are engaged may be such as to sweep off their feet 
the strongest houses, regardless of character, standing or resources. 


What would you have saved during the past year if you had many months 
ago known the trend of these various industries? 


Would it not be worth a nominal sum, yearly, so to reinforce the judgment 
of your Credit Department in this respect that it will be, as we have been, 


91% correct? 


FACTS as a Basis for Loans 


The years 1920-1 are most valuable for the lessons 
they have taught bankers and business men. And 
not the least of these is the value of the probable 
— trend of industry in general, and of the various 

ines of business in particular. 

Take one—the Sugar Industry: In June, 1920, the 
price of. refined sugar ranged from 21% to 26%4c 
Today it is around 6c. Think of the millions that 
have been lost by banks that have extended credit 
to those engaged in the sugar business! And what 
these banks might have saved had their credit de- 
partments had the benefit of our survey of the sugar 
industry, which said, “We believe that the broad 
tendency of sugar is likely to be downward for some 
time to come.” 

It made no difference how strong a concern was: 
a shrinkage in the value of the commodity meant a 
loss—in ‘some cases a ruinous loss. And many a 
bank is carrying many a firm or company today, be- 
cause neither can “get out” at the present price of 
sugar. 

It is the same all along the line. Untold money is 
frozen because of a lack of foresight, and a thorough 
knowledge of the trend of the industries. 

Sound judgment can be based only on facts. 

Our organization gathers the facts and presents 
them to you, all boiled down. 

The analysis of the various industries and the de- 
termination of the probable trends of important 
commodities is a problem which requires a wider 
range of knowledge, ability and experience than is 
possessed by any one man. These numerous indus- 
tries and commodities vary greatly in their present 
position and probable future course. To form the 
most accurate opinion and the soundest judgment 
of existing conditions in each industry, a person 
should possess many qualifications, covering broad 
experience in interpreting facts, conditions, produc- 
tion, merchandising, labor and various other factors. 


While it is impossible for one man to cover all 
these fields, it can and is being done by a Staff of 
experts, which has been organized, each selected for 
special ability in his own line. This is known as 
The Richard D. Wyckoff Analytical Staff, and the 
service described herein is The Bankers’ Business 
Survey. 


What Our Organization Does 


The Richard D. Wyckoff Analytical Staff is an 
organization of experts having long experience in 
research work; authorities on economic subjects; 
statisticians; expert accountants; mechanical, min- 
ing and public utility engineers; oil geologists and 
engineers; experts in railroad and public utilities; 
in iron, steel and equipment; in the automobile and 
other industries. No field of investigation is left 
uncovered if it has a bearing, either directly or indi- 
rectly on the conditions in these and other indus- 
tries and the trend of commodities. 

So far as we know, this is the first organization 
of its kind for the investigation and reporting of 
actual conditions existing in the various industries. 
What we aim to accomplish is something beyond 
anything available elsewhere, from the standpoint 
of scientific accuracy, insight, judgment and definite 
conclusions. We systematically comb over the 
leading industries by means of personal and pains- 
taking investigations conducted by experts. 

Some of the tasks allotted to those on this Staff 
are: A study of underlying tendencies in com- 
merce and finance; close and continuous observa- 
tion of money markets and the ebb and flow of capi- 
tal; and examination of the condition of the indus- 
tries from every angle, including an analysis of the 
sources of supply and demand for its products. An 
industry is examined and analyzed from numerous 
standpoints, such as the present and probable future 
state of that business, the tendency of prices, the 
character of the industry; competition, permanence 
of demand and trend of its growth, 
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USINESS SURVEY of 
NALYTICAL STAFF. 


The following is a summary showing of just 
what The Bankers’ Business Survey Consists: 


1—A complete Survey and Analysis of each impor- 3—Special Reports on changing conditions in par- 
tant industry, as promptly as it is prepared ticular industries. These are sent as frequently 
and issued. as occasion demands. 


2—A Bulletin each week, giving x} ; 
a—The Business Outlook; 4—Answers to Individual Inquiries relating to cer- 


b—Money, Credit and Banking Conditions, tain industries and commodities. 
one yusegeems —- 5—Charts showing the position of important indus- 
e—Foreign Trade P robabilities; ; tries, including price trends, production, de- 
d—A digest of the Tendencies in all the im- mand, labor conditions and outlook. 
portant trades; 
e—Twelve Graphs showing the Price Trends 6—A Binder to hold all reports in ready reference 
of Basic Commodities. form. 


Scope of the Service 


Among the leading industries covered by our Staff are 


Agricultural Machinery Express Miscellaneous Industrials Realty 
Banking Fertilizer Motor Accessories Rubber 
Building and Building Material Fire Arm and Ammunition Motor Car and Truck Shipping 
Candy Food and Packing Motorcycle Shoe 
Can and Container Foreign Trade Oil Smelting 
Chain Store Insurance and Surety Paper Steel 
Chemical Manufacturing Iron Phonograph Sugar 
Clothing Leather Public Utility Textile 
Coal Machinery Manufacturing Railroad Tire 
Dock and Terminal Mail Order Railroad Equipment Tobacco 
Electrical Equipment Mining . Razor Typewriter 


The Bankers’ Business Survey will place in your hands the present position and trend of the industries, 
so that you will be better able to judge the Advisability of Making Loans, Extending Credits, Purchasing 
Commercial Paper, Participating in Syndicates, and Purchasing Investment Securities. 


It will enable you more soundly to advise depositors as to their business policies, financing and investments—as 
to expansion or retrenchment; general policy affecting sales, production, purchasing, marketing, etc.,—factors of vital 
importance to clierft and banker alike. It will forecast coming changes in Business, Banking and Investment conditions, 
so that your institution and its clients and depositors may take advantage of such changes. These two pages only contain 
a brief outline of what you will receive as a subscriber to The Bankers’ Business Survey. You can best tell how extremely 
valuable this information will be to you in the daily conduct of your business. 


NOTE-—If you will fill in the order form below and return it to us we shall be glad to send you a copy 
of our 16 page booklet descriptive of The Bankers’ Business Survey without charge. 


THE BANKERS’ BUSINESS SURVEY INFORMATION BLANK 
OF THE RICHARD D. WYCKOFF ANALYTICAL STAFF 
42 BROADWAY, NEW YORK. 
Gentlemen: Without obligation, please send me a copy of your 16 page booklet descriptive of The Bankers’ Busi- 
ness Survey. 
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Ford 

Reo 
Timken 
Packard 
Federal 
Lincoln 
Paige 
Columbia 
Liberty 
Continental 


Certain of the above named 
motor stocks are decidedly 
a buy. 


Others should be sold. 


Ask our opinion on the stocks 
you hold or contemplate buying 








Backus, Fordon & Co. 


Members Detroit Stock Exchange 
Detroit 











A real bound book, written 
in clear, simple language, 
by a stock market authority. 
First time ever offered free. 
Send 10c im stamps to cover 
mailing. 

Write for L-14. 


Rodney & Co. 
Odd Lot Specialists 

55 Broadway 12 East 42d St. 

Whitehall 1432 Vanderbils 10436 


























J.Leroy Brookes & Co. 


Stock & Bond Brokers 
Los Angeles, Cal. 
“The House of Personal Service” 
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present law to stand until next year, so 
that taxes upon incomes and profits for 
the calendar year 1921 will be assessed 
and collected on the same basis as 1920. 

Numerous reasons are advanced for the 
necessity for this course, but faltering 
courage in meeting the problem frankly is 
at the bottom of it. With no political axe 
to grind and facing conditions as he finds 
them, and not as a color-blind political 
legislator would have the country believe 
they are, the Secretary of the Treasury 
has reminded the country that the situa- 
tion which his department faces is not 
one of his making for two reasons: In 
the first place, Congress is the authority 
which dictates the allotment of the money 
received by the National Treasury and 
spends it through appropriations which, 
estimated by the various departments in 
accordance with anticipated requirements, 
are, as a mechanical routine, reported to 
the Congress by the Treasury; and, in 
the second place, the sole source of Gov- 
ernmental revenue being through taxation, 
it is the legislative duty to prescribe the 
ways and means whereby moneys sufficient 
to meet requirements can be met. 

In brief, the Congress has learned quite 
recently that as the result of the huge ap- 
propriation bills passed in the last two 
months, it has committed the Treasury to 
the disbursement of hundreds of millions 
which, before they can be spent in accord- 
ance with Congressional order, must first 
be garnered from the taxpayers. Under 
these circumstances, it is patent that the 
Congress sees the writing on the wall— 
that slow-growing anger and resentment 
at the stupidity with which our fiscal af- 
fairs have been managed by the legisla- 
tive branch of Government will make their 
presence felt in the now not far removed 
elections. Caught between the two horns 
of the dilemma, members of. the House 
(and in that body, under the Constitution, 
all revenue bills must originate) do not 
know which way to turn: If new taxes in 
the form of increased postage, bank-check 
stamps, and automobile assessments, are 
authorized to “bridge” the gap in revenue 
due to the difference between potential in- 
come and outstanding appropriations, then 
by and large those legislators who sanc- 
tioned such taxes are going to be anathe- 
matized; on the other hand, if outstand- 
ing commitments can be met only by the 
retention of existing high surtaxes and a 
continuance of the excess profits tax, then 
the Republican party is going to be re- 
buked, and severely rebuked, for the non- 
fulfillment of its pledges. In the effort 
to avoid disaster by colliding with either 
“horn” of the dilemma, it seems to be the 
judgment of the House Committee on 
Ways and Means that they can “outdo the 
budget” now in ‘its formative stage by 
slashing expenditures right- and left. As 
a matter of fact, it has been suggested 
that one expedient which might shift the 
onus of responsibility to the future would 
be to care for the threatened deficit by a 
bond issue of one billion dollars, the pro- 
ceeds from the sale of which would be suf- 
ficient to care for deficits inevitable under 
the pending plan. Intrenching upon capi- 
tal assets for the payment of the current 
expenses of Government in time of peace 
is, economically, indefensible; and the 
political subterfuge would deceive no one 
—especially the taxpayer, who would at 
once appreciate that such expedient, in- 


Stead of having a beneficial effect by 
tending permanently to reduce the cost of 
maintenance of Government, would but 
add to it. Under existing conditions, it 
will not do to postpone the ultimate hour 
of reckoning. The problem is one of im- 
mediate and of pressing importance, and 
Should be solved now. 

The Senator from Idaho not only has 
the courage of his convictions, but the 
convictions born of courage. Within three 
months a conference will gather in Wash- 
ington at the call of the President to dis- 
cuss many issues of paramount importance 
to the Powers of the World. Upon the 
outcome of negotiations then to be con- 
ducted may rest the future peace of the 
world—for a generation, at least. Mait 
tenance of the army and expenses for its 
training and equipment, plus the operatin; 
charges of the navy and the millions here- 
tofore appropriated for the construction 
of additional capital ships, spell a large 
portion of the annually heavy charges oi 
Government. In the interest of “prepared 
ness,” it is well that we should at all times 
be ready for eventualities, but in view of 
the fact that within ninety days steps pre- 
liminary to what is confidently expected 
to be a new era of world concord will 
have been taken, might it not prove ad- 
visable for the Congress to hold its hand 
in so far as many such major capital ex- 
penditures are concerned until a fair per- 
spective is had of the efforts of that con- 
ference? 

To state the proposition in different 
language: Our army and naval program 
is necessitated by the action of other 
Powers. We must, it seems, continue to 
“match” some of them ship for ship in 
order that the balance of power may be 
preserved and that we may be prepared 
for any eventuality. In the Far East is 
today to be found our major problem. 
Japan, seemingly, is the cynosure of Amer- 
ican eyes. Crowded out of Siberia, barred 
from California, her ambition in China 
arrested, and far from welcome in Canada 
and the other colonial possessions of Great 
Britain, her “place in the sun” is constant- 
ly being narrowed despite the tremendous 
growth in her population. Under her 
naval alliance with England, Japan oc- 
cupies a position which must command not 
only the respect but the caution of this 
country. That treaty will expire in a 
very short time, and undoubtedly in No- 
vember those two countries—Japan and 
England—will be brought face to face 
with the necessity for explaining why the 
continuance of that alliance is advisable, 
much less essential. Indications are that, 
in her own interest and to lighten to some 
degree the tremendous burden of taxes 
under which her countrymen labor, 
England will not be averse to the abroga- 
tion of that agreement. Japan, then, will 
be called upon to state in plain language 
the reasons for a desire on her part that 
there be continued an arrangement not 
necessitated by the present state and exist- 
ing temper of the other Powers. 

Naval disarmament is a probable out- 
growth of the November consortium. If 
this comes to pass, then there will be ap- 
preciable relief from the drain on the 
National Treasury. If it does not come 
to pass, then undoubtedly we will be clear- 
ly advised as to England’s intent in so far 
as the renewal of that treaty is concerned. 
In either event, in the next two years the 
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Far Eastern situation wul have been clari- 
fied, amd in tne next three montus we will 
have had tue Deueit Of a Crear perspective 
of what hes mumewately betore us. As- 
sured, then, of immediate umprovement in 
‘naval visibiuty,” the Congress could well 
revis€ existilig reveaue laws so as to af- 
ford much-needed relief even at the cost 
of a potential naval deficit. If events of 
the next six months so shaped themselves 
as to demand a “speeding-up” of the naval 
program and an addition to the capital 
ships now planned, we could and should 
meet that requirement by emergency meas- 
ures. At the moment, it would seem that 
emergency only could dictate a resumption 

' maval construction on a scale which 
would portend another struggle for world 
niastery. 

In view of what will probably come to 
pass, and come to pass shortly, we run no 
isk and court no danger by counselling 
the Congress to act mcw on the assump- 
tion that the outcome of the conference 
is going to be more than encouraging. 

The League of Nations created by the 
Treaty of Versailles is, to employ an 
antiquated expression, functioning in a 
oroken-down sort of way. Despite the 
fact that it has been over two years since 
that treaty was signed, as a stabilizer of 
world peace it has, so far, achieved but 
little, and indications are that normal 
world conditions can only be restored and, 
once restored, maintained by an agreement 
among the Powers to preserve and main- 
tain peace. Dictated by the most power- 
ful incentives—self-preservation, ameliora- 
tion of tax burdens, and restoration of 
normal conditions—disarmament is not 
only not a mirage but a very real and 
very tangible possibility; that which all 
of the Powers not only wish but need can 
be brought to pass by an agreement which 
would spell the diversion of billions of 
dollars from non-productive, warlike ex- 
penditures to the constructive requirements 
of peace. 

Here, then, is one opportunity for the 
Government to set the brakes against im- 
mediately unnecessary expenditures; the 
same force endorses the argument in 
favor of the withdrawal of American 
troops from overseas. Unless there is 
some return of sizable moment for the 
expenditure of millions of dollars, the dis- 
bursement of such sums should not be 
further countenanced, and once an aggres- 
sive initiative has been inaugurated the re- 
duction of our “budget” expenses will have 
ceased to be a possibility and become a 
fact. 

The view of the Chairman of the 
House Committee on Ways and Means 
seems to be that dwindling business and 
industrial depression inevitably foreshadow 
a marked reduction in the volume of 
revenue accruing under the existing law, 
and that such comparative shrinkage will 
be the equivalent of the reduction in 
Treasury obligations during the fiscal year 
ending June 30th next, thus enabling the 
Government to make both ends meet. 
Further, that because of the discharge of 
railroad claims and shipping losses during 
the next ensuing year and the shifting of 
the burden on the foreign loans to the 
Powers which borrowed the money, an 
appreciable easing in the general situation 
will be in evidence durive the fiscal year 
beginning July Ist, 1922, and will thus 
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enavle Congiess then to amend the revenue 


law in many radical particulars. 

The difficulty with tic s.tuation as it 
exists today is that the ‘lreasury sees the 
requirements of the situation tarougn the 
business eyes, while the vis.on o1 tue leg.s- 
lative branch is colored by political expedi- 
ency. The Treasury, appreciating that 
the excess profits tax is practically mori- 
bund as a revenue producer, suggests its 
repeal. Anticipating a deficit, it recom- 
mends new taxes—such as that on auto- 
mobiles, bank checks, postage ratks, etc. 
These would prove unpopular. Congress 
realizes that fact. To put it bluntly, the 
present Congress would be supplying am- 
munition to their political opponents 
which, it is feared, would be used to good 
purpose in the Fall of 1922 when Con- 
gressional elections were again to the fore. 

Those subject to such apprehension nec- 
essarily are shortsighted. In order for 
business to gain its feet, it must have some 
assurance of stability and sanity in tax 
matters; uncertainty begets pessimism, 
and pessimism is today the curse of Amer- 
ican industry. 

Revision of tax laws would not beget 
immediate prosperity, but it would instill 
confidence, and confidence is what is today 
appreciably lacking. Consequently, retri- 
bution eventually will be the lot of those 
who, for selfish reasons of personal pre- 
ferment, wilfully refrain from giving aid 
and encouragement to business at a time 
when it required it as never before— 
Hambleton & Co. 





Foundations Strong 


Wall Street is still surrounded by a blue 
haze. At times the sun shows signs of 
coming out but it is soon clouded up again 
and the calamity howlers keep insisting 
that a record of forty days’ rain induced 
by Saint Swithin, will be nothing as com- 
pared with the continuous gloom that will 
surround the market. Records show, how- 
ever, that the accuracy of this Saint’s 
legend has not been proved by past per- 
formances and we do not look forward to 
any long continuation of depression in the 


stock market weather—Chisholm & 
Chapman. 





Important Dividend 
Announcements 











To obtain a dividend directly from a com- 
pany, the stock must be transferred into the 
owner’s name before the date of the closing of 
the company’s books. 


Paidto Div 
Ann. Amt. Stock of Pay- 
Rate Name Declared Record able 


1%%Q 913 9-30 
14%Q 9-13 9-30 


7% Amer Locomo, p... 
6% Amer Locomo, c.... 


7% Amer Smelt & R, p. 1%%Q 815 9-1 
5% Amer Tel & Cable.. 14%Q 8-31 9-1 
12% Amer Tobacco, c....3 %@Q 8-10 91 
12% Amer Tobaccoc B.3 %Q 810 9-1 
20% Atlantic Refining, c. 5 %Q 822 9-15 
12% Atlas Powder, c....3 %Q 831 9$-10 
4% Baltimore & Ohio, p2 %S 7-30 91 
7% Belding Corticelli, p. 14%Q 91 9-15 
8% Brooklyn Edison.... 2 %Q 819 9-1 
$8 Buckeye P L ($50) .$2 Q 823 9-15 
10- 1 


4% Canadian Facific. p.2 %@S 91 





PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 


happenings. 
The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 


request. Correspondence Invited. 
GEO. W. BUTLER 
Specialist in 


Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 











Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid opportunities afforded 
by Puts and Calls to take advantage of 
the fluctuations on a small cash outlay. 
When trading with Puts and Calls your loss 
is at all times limited to the small amount 
paid for them,,while profits are unlimited, 
or all that a rise or a decline in a stock 
permits. Puts offered on June 3rd, 1921 on 
Mexican Petroleum at 140 showed $3400.00 
net profit on each 100 share Put by 
June 2th, 1921. 


OUT OF TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 
2 Broad Street. New York City 
Tel. 1007 Rector Estab. since 1688 
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DURHAM, N. C. 


We offer 8% Fifteen-Year General 
Mortgage Bonds of the 


DURHAM PUBLIC 
SERVICE COMPANY 


at 98 and INTEREST 
Yielding 8.25% 


Descriptive circular on request 


MSCown:Co. 


Land Title Bldg., Philadelphia, Pa. 
Members Philadelphia Stock Exchange 
N. Y. Phone: Canal 4845 








The Methods of a 
Wall Street Veteran 


are effective because he no longer depends 
upon tips or twisted information. He has 
acquired knowledge of fundamentals and 
keen insight into technical conditions. 


HOW TO MAKE THESE 
METHODS YOURS 


The old way by experience alone is slow 
and costly. As Henry Clews says, men 
usually have one foot in the grave before 
they learn how to make money and keep 


A SURER, MORE EFFECTIVE 
WAY 

is explained in our FREE twenty-page 

booklet. It may prove the turning point 

of your whole life. 


Simply ask for MW-A20 
American Institute of 
Finance 
15 Beacon Street Boston, Mass. 














Where 5 


PLATINUM 
Is Produced 


Colombia, South America, is to- 
day the chief source of supply of 
the world’s Platinum. 

The history and uses of Platinum are 
interestingly described in a booklet pub- 
lished by the South American Gold and 
Platinum Company, which we will send 
on request. 


Ask for Booklet 36 


William W. Cohen & Co. 


New York Stock Exchange 
Members New York Cotton Exchange 
Chicago Board of Trade 


67 Exchange Piace, New York 




















Columbia’s Oil Developments 


discussed im current issue of 
Securities Suggestions 


r= ae 


27 Pine Strest, New York 











10% Canadian Pacific, c. 24%Q 
7% Cent Ark R & L, p. 14%O 
6% Cities Service, p.... 4%M 
6% Cities Ser, p B($10) 4%M 
6% Cities Service, c.... K%M 
. Cities Service, c ext.dl1 4% 
. Cities Ser, bk sh. .b17%e 
$3. 50 Clev & Pitts r gt($50)87%e O 
$2 Clev & Pitt, sgt($50)50c Q 
8% Colo Fuel & Ir, p.. 2 &Q 
6% Connecticut Power, p 14%Q 
7% Con Gas (N Y).... 14%%Q 
35c Cosden & Co, p ($5) 8%c Q 
7% Crane Co, p....... 14%%Q 
$1.50 Crane Co, c ($25)..37%e Q 
$3 Crescent P L ($50..75¢ Q 
6% Davis Cotton Mills.. 14%Q 
9% Delaware & Hudson. 2%%Q 
.--- Detroit U R, sk div.x2%% 
$1.20 Dom Oil (Tex) ($10)10c M 
6% Eastman Kodak, p.. 14%Q 
10% Eastman Kodak, c.. 24%Q 
..-» Eastman Kodak, c ex 24% 
7% Eisen (O) & Bro, p 14%%Q 
12% Elec Stor Bat, p.. 3 %Q 
12% Elec. Stor. Bat, c... 3 %Q 


$3 Elk Horr C p ($50).75c 
5% General Asphalt, p.. Pacha 
$12 Gil Saf Raz (no Bron 

7% . 9 At & Pac p 1%% 


$1 GA& PT,c (n “ar 

6% Harb- Walk Ref, p.. 14% 
6% Harb-Walk Ref, ~ 14% 
7% Hart, Schaf & M, . 1%% 
7% Hartman Re 1%% 
$4 Hask Bk Car (n p)..$1 

7% Illinois Central..... IK%% 
$1 Inland Steel ($25). .25c 

7% Intrnat’l Harvest, p. 14% 
6% Law Title & Trust.. 14% 


$2 Lee R & T (no Cee Sc 
12% Ligg & Myers 
12% Ligg & yers T, B ; 
$6 Ludlow Mf As(n p)$1.50 
.-.- Ludlow Mfg -As, est..$1 
6% Mahoning Invest... 14% 
$1.75 Man Shirt, c gona 
$2 Mar Parry, c(np).50c % 
e4% McCrory S Cp, stk.el 28 
7% National Biscuit, p. 134 %¢ 
7% Nat'l Ck & Suit, p 1% % 
7% National Lead, p.... 14% 
6% National Lead c.... 14% 
6% Niles-Bement- Pond, p 1%% 
4% Niles-Bement-Pond,c 1 % 
$2 Penn R R ($50). yl 
$2.50 Phil Co, 5% p ($50)$1.2 
8% Phil El 8% p ($25) 2 % 
$1.75 Phil El, c ($25)....43%c 
$6 Phil G& N RR grove. 0 
Pittsburgh Stee 
Pitts, Y & Ash, P.. 
Pressed Sti Car p. 
Pure Oil Co, c($2 
Roch. Gas & E., 7 
Roch Gas & E, 5 
Sherwin- Williams, 
Sinclair Con Oil, 
Southern Pipe Lin 
Southwest P & Lt 
Spald(A G) & B, Ist 
Spald(A G) & B, 2d 
Stand G.& L, pi$50)$ 
6% Standard Milling, p. 1 
8% Standard Milling i 2 
4 Stand O of Cal($25)$1 
4 Stand 9 gf ands ? 1 
12% Stand O 3 
...- Stand O rig Kan, ‘oat 3 
% my! 
1 
3 
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16% Stand Oil of 
7% Stand O of Ohio’ p 

12% Stand O of Ohio, 2 
.... Stand Oil < O, ext 
7% Stern Bros, 
.... Stern B, petk. div. gt33* 
Studebaker Corp, p 
Studebaker Corp, c.. 
Union Tank Car, p. 
Union Tank Car, c. 
United Ci St of A, p 
United Ci St of A, c. 
U S Envelope, Boos 
U S Envelope, c. 
U S Gypsum, p. 
U S Gypsum, 35% : 
U §: Steel; es5:;... 
My Raalte, Ist p. 

V_ Raalte 2d p (n p)$ 
White (J G) g Pp 
White (J G) Eng p 
White (J G) Mga, p 
Woolworth Ow »P 
8% Woolworth (F c 
.... Wright Aero ye p)- a2. 
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. Initial dividend, 


9-1 10- 


1 
8-15 (91 
8-15 9-1 
8-15 9-1 
815 9-1 
8-15 9-1 
8-15 9-1 
8-10 1 
8-10 9-1 
8-5 8-25 
8-20 9-1 
8-10. 9-15 
815 9- 
9-1 9-15 
9- 1 9-15 
8-26 9-15 
9-10 9-21 
8-27 9-26 
8-16 9-1 
8-10. 9-1 
8-31 101 
8-31 10-1 
8-31 10-1 
9-20 10-1 
9-12 10-1 
9-2 10-1 
9-1 9-10 
8-16 9-1 
7-30 9-1 
8-18 9-1 
8-18 9-15 
10-10 - 10-20 
8-20 9-1 
9-20 9-30 
8-18 9-1 
9-15 10-1 
& 5 91 
8-10 9-1 
8-10 91 
9-15 10-1 
8-15 9-1 
8-15 91 
8-15 9- 1 
83 91 
83 9-1 
8-22 9-1 
8-15 9-1 
8-15 9-1 
9-1 9-15 
8-17 8-30 
8-23 9-1 
8-19 9-15 
9-9 9-30 
8-3 8-20 
9-1 9.20 
8 1 8-31 
810 91 
8-19 9-15 
8-19 9-15 
8-20 9-6 
8-15 9-1 
8-20 9-1 
8-9 9-30 
8-15 91 
8-16 9-1 
8-16 9-1 
8-15 9-1 
8-15 8-31 
8-15 91 
8-13 9- I 
8-18 9-1 
8-18 9- 1 
8-31 9-15 
8-20 8-31 
8-20 8-31 
8-20 9-15 
8-17 9-15 
8-31 9-15 
8-31 9-15 
8-26 9-15 
7-29 9-1 
8-26 10-1 
8-26 10-1 
8-26 9-1 
8-26 9-1 
8-10 9-1 
8-10 9-1 
8&5 9-1 
8 5 91 
8-31 9-15 
8-17 8-29 
8-17 9-1 
8-17 9-1 
9-15 9-30 
9-15 9-30 
8-29 9-29 
8-13 9-1 
813 9-1 
8-15 9-1 
8-15 9-1 
8-15 9-1 
9-10 10-1 
8-10 9-1 
8-17 8-31 


Sg in script, Sc redeemable for cash, 
stock. 


an 12%c for 

d Payable in scrip. 

¢ Payable in common stock. 
account of accumulations; 


payable in 














To Stock, Bond 
and 
Note Holders of 


Mexican Petroleum Co. 


Pan American Petroleum 
Co. 


Texas Co. 


Sinclair Consolidated Oi} 
Corp. 


Atlantic Gulf & West Indies 
Line 


Atlantic Gulf Oil Corp. 


Island Oil & Transport 
Corp. 


In the interest and for 
the benefit of our Associate 
Members, this Staff has 
commissioned Mr. H. L. 
Wood, our Petroleum In- 
vestigator, to visit the prop- 
erties of the above compa- 
nies in Mexico for the pur- 
pose of ascertaining the 
actual physical condition of 
their oil wells and lands, 
pipe lines, refineries and 
shipping facilities, as well 
as the political and other 
influences which will affect 
their future earnings. 

Mr. Wood sailed for 
Mexico on August 12 and 
his reports will be . for- 
warded to New York as 
rapidly as they are _ pre- 
pared. 

Those who are not Asso- 
ciate Members of our Staff 
may arrange to procure 
copies of Mr. Wood’s re- 
ports on any or all of the 
above companies upon terms 
that are reasonable, con- 
sidering the time, work and 
expense involved. 


The Richard D. Wyckoff 
Analytical Staff 


New York City, N. Y. 
42 Broadway 
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THE OUTLOOK 


Farm Loans for Foreign Trade—When Will Deflation End?—Banks Getting Out of Foreign Trade 


—Disarmament Plans—The Market Prospect 


industries are in a position where improvement can 

shortly be expected. Among such industries are 
steel and iron, the railroads, building and agriculture. The 
factors referred to are: the expansion of iron and steel de- 
mand, increased railroad car loadings, increased number of 
building permits and the advanced state of the crops. There 
is little doubt that the combination of these factors heralds 
_at least a modern improvement in business activity in the Fall. 

On the other hand, conditiéns in many industries are still 
depressed, unemployment shows a tendency to increase (and 
may increase further after the crops are moved), foreign trade 
is still slumping and, mainly, consumers are pursuing a con- 
servative policy. 

Basic conditions thus remain unfavorable. However, the 
factors alluded to in the above should commence to work at 
least moderately to the advantage of business in general, and 
for. that reason perhaps less pessimism is warranted at this 


-time than a few weeks ago. 
yan oe 


A FEW factors have appeared indicating that certain 


HE adjournment of Congress on 
“THR AD- “2 August 24th, will be deplored by 
1 few and regretted by none. As a matter 
-OF CONGRESS . 
of fact it is unfortunate that so much busi- 
ness should have been left in an unfinished condition. 
Experience with this particular Congress, however, seems to 
show that most of its affairs would have been left unfinished, 
no matter when it adjourned. 

Much harm has undoubtedly been done during the session, 
-through the adoption of hasty legislation, much of it of a 
-nature designed. to increase the extent of Government inter- 

ference in business at the. present- moment. 
. appointment to which the public has been subjected has been 
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The greatest ‘dis- 


the long delay in the adoption of the tax bill, and the putting 
forward of the tariff measure. The fact that the latter has 
been apparently assigned a less important place, while the 
tax amendments have been given the commanding position to 
which their importance entitle them, at last tends to restore 
the situation to a more satisfactory basis, but has come too 
late to render pcssible the adoption of tax relief before some 
time in the early Autumn. 

The best that can be hoped now is the adoption of the tax 
measure during October; the tariff, if possible being greatly 
revised in the meantime or perhaps deferred entirely to another 
session. 

* 8 #& 
ITTLE less important than the tax bill 
is a measure that has now gone 
through the House and Senate—the so- 
called agricultural or farm credits bill. This 


A FARM 
SUBSIDY? 


measure greatly increases the lending power of the War 
Finance Corporation and adds largely to its authority to issue 
bonds for the purpose of getting funds which are to be used 
in providing the means for these loans. 

The new measure in one point of view really creates a 
kind of foreign trade bank. Its avowed object is that of 
promoting the movement of farm staples to foreign countries 
on relatively long term loans, and to this end loans may now 
be made either to Americans or to foreigners on collateral 
security. ; 

In order to get the funds with which to operate, the War 
Finance Corporation will naturally have to apply to the 
Treasury or else float an issue of bonds which will be to all 
intents and purposes Government ‘secdfites.” Should its oper- 


» ations assume a-very large scope;;itrmay, therefore, be in 
effect a means of continuing the process of government sub- 
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sidizing of the export trade which was carried to such great 
lengths immediately after the armistice. The market is of 
course not very likely to absorb excessive quantities of these 
bonds; but, since they are in part tax free, they will naturally 
be strong competitors to other securities and the field of possi- 
bilities opened up by the measure is accordingly hazardous. 
This bill is currently referred to by some as a farm subsidy 
but it may well be questioned whether it really deserves that 
It is not likely to help farmers very largely, since the 
price of farm products depends so much on foreign consunp- 
tion and not upon foreign shipment. Such subsidy as may be 
found in the bill seems, therefore, to be rather in favor of 
middlemen and dealers than of farmers themselves. The 
latter are likely to be disappointed. 
* # * 


name. 


N spite of all that has been said, it must 


DEFLATION be clear to the observing that deflation 
PROGRESSING is by no means over. Notwithstanding the 


great reduction in reserve bank discount 
rates, there has been no tendency to an increase in applications 
for credit but rather the reverse. Even in some of the interior 
agricultural districts where it has been supposed that there 
would be a steady upward swing in lending until Autumn 
there has been no such movement but quite the contrary. 

One natural concomitant of this state of affairs is the dis- 
position to cut certain classes of prices still further. It is 
clear that many prices are now certainly at rock bottom level, 
and the most unfortunate feature of the situation is that some 
others, largely on account of high labor costs, have been 
left irregularly and unreasonably high. They will, in the 
natural course of events, have to be brought down to the 
natural level but the necessity of waiting for such adjustment 
tends to depress still further sending other prices that have 
already come down as far as they should. It is just here 
that the difficulty of getting a fresh start in business activity is 
found. Certain classes of highly organized labor are perhaps 
the most outstanding example of the undue price maintenance 
that is thus observable. The effect of this holding out has 
been to keep costs of production in those lines far higher than 
they should be and thereby to prevent the resumption of buy- 
ing on a large scale. 


* 8 * 
VENTS tend more and more to assign 
THE a place of exceptional importance to 
WASHINGTON 4. forthcoming Washington conferences on 
CONFERENCES 


disarmament, the date for which has now 
been tentatively set for November 12th. According to pres- 
ent plans, a foreign exchange conference may occur simul- 
taneously with, or immediately after, the disarmament meet- 
ings. Of foremost significance with the whole undertaking, 
of course, will be theceffort to reduce the revenue commit- 
ments of foreign countries through a joint agreement to limit 
military and naval expenses. If this can be obtained, steady 





reform in taxation will be feasible, and there will be at least 
a favorable opportunity for the discussion of foreign ex- 
change questions. Otherwise, the latter topic could hardly 
be considered in any sincere or serious fashion. At least 
potentially, therefore, the proposed sessions are of first rate 
economic significance and should be so regarded. 

* 8 #8 


URING the past few days it has been 


han announced that the Foreign Credit 
aa sg 7 See Corporation, an enterprise owned by about 


a half dozen banking stockholders of whom 

the principal were the Chase National Bank of New York 
and the Guaranty Trust Company, has wound up its affairs 
and retired from business. Such action coming soon after 
the announcement of the refinancing of the Mercantile Bank 
of the Americas and of the practical retirement of one or two 
institutions from foreign business, still further emphasizes the 
already known fact that American banks are largely with- 
drawing from foreign trade undertakings. 

For many months past there has been great reluctance on 
the part of the banks about financing exportations due to the 
difficulty of obtaining sound credit information from abroad 
and due also to the great fluctuations in exchange and the 
uncertainty of foreign governments. While there are plenty 
of good reasons for the indisposition of the banks to go fur- 
ther in the development of trade relations, the fact that they 
are not doing so remains. There has probably never been a 
time when less adequate financing for export trade was to be 
had. The natural consequence of this situation is seen in the 
ability of foreigners to take our trade largely away from us 
through the extension of credits which are rendered possible 
by the more generous attitude of foreign banks. Another 
natural consequence is the great importation of coin into the 
United States which is continuing in such unprecedented 
amounts. Taken altogether the effects of the withdrawal of 
the banks from active participation in foreign trade are not 
only serious but likely to become more so. 

* 8 * 


T remains to be seen whether the slight 
improvement noted in a few more of 
the important industries will be temporary 
or sustained. There is at least more en- 
couragement in some quarters of the industrial world than has 
been apparent for a long time. 

Action of the market of late appears to indicate that re- 
covery in a number of fields will be more or less protracted; 
hence, we are likely to witness a test of strength between 
destructive and constructive forces as expressed in the price 
movement of leading industrial and railroad stocks. 

The public utility securities stand out in sharp contrast to 
the other groups owing to reduced cost of labor and materials, 
combined with steady expansion in gross earnings. 

Tuesday, August 30, 1921. 


MARKET 
PROSPECT 








UR Investment and Business Service not only presents a weekly summary of the 
é changes in numerous industries, but calls attention to important changes in the 
trend of securities. We issue Special Letters whenever these changes occur. 
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F we could combine all the investment 
and speculate public into one man, 
what would be his mental attitude at 

present? 

It is a difficult subject and we must 
arrive at a conclusion by deduction. A 
canvass of the whole Street for what is 
known as the position of the public, long 
or short, on balance or in excess on either 
side, would not yield a satisfactory an- 
swer, because only a part of the American 
public is represented in Wall Street. Out 
of the hundred odd thousand stockholders 
of U. S. Steel, only the minority spend 
their days in the Street and only a part of 
the stock is carried on margin by specu- 
lators, 

The one composite individual who might 
represent the public would, according to 
our best information and judgment, be 
found at present in an attitude of discour- 
agement as far as his stock investments 
are concerned. Nevertheless, as our volu- 
minous correspondence shows, he would 
buy if he were given a little encourage- 
ment. The market has been declining for 
so long—nearly two years—and he has 
seen his security values shrink so steadily, 
that he is now more or less hardened to 
seeing prices go down. 


Why a Turn Is Expected 


His expectation that prices will soon 
turn is based on two beliefs: first, that 
the market cannot continue to go down 
forever; and second, that it must before 
long begin to discount business improve- 
ment. He is watching closely in order to 
detect the turning point, because, some- 
how or other, in spite of bad business, 
heavy taxes and big losses in securities, 
he can still dig up a little money with 
which to buy. 

He made a great deal of money during 
the boom, but most of it has disappeared. 
Between trading Liberty Bonds for oil 
stocks, buying inflated listed and unlisted 
shares, heavy personal and business taxes, 
depressed business conditions now prevail- 
ing, and the fact that many of his debtors 
cannot settle with him, he is short of cash 
and more or less “scrubbing” along. Nev- 
ertheless, there is always a certain amount 
of money coming in to him from interest, 
dividends on his remaining investments or 
an inheritance, or from some other source. 

The average man not only wants a 
safe medium for his investment money, 
but he likes to take a chance with a 
little of it; and with most people, trad- 
ing in stocks is taking a chance. It 
should not be so. The public should 
study and train itself to understand the 
forces which swing prices of stocks and 
bonds, but the public prefers to have 
its crackers chewed for it. It is men- 
tally lazy and does not want to learn 
when it can be told. I do not mean to 
say that there are not many, in fact an 
increasing number, of individuals who 
are seriously studying the business and 
who are very successful at it; and by 
success I mean that their profits out- 
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Why the Public Stays Out - 
Its Attitude Toward the Security Market 


weigh their losses, and as they increase 
their knowledge and experience, they 
are more and more successful. 
Carrying the argument to its logical con- 
clusion, we should regard this composite 
individual as owning ail of the stocks and 
bonds listed on the New York Stock Ex- 
change. Someone holds all of them, even 
though the active speculative issues are 
often sold short to a considerable extent. 
But take an issue of a hundred thousand 
shares and let it be sold short to the ex- 
tent of twenty thousand shares, and you 
have what is often called a large short in- 
terest. Any shrinkage in the price of that 
stock would affect the owners of the 
100,000 shares unfavorably, and at the 
same time it would put money in the 
pockets of the shorts. Someone said to 





“The expectation that prices 
will soon turn is based on two be- 
liefs: first, the market cannot con- 
tinue to go down forever; and, 
second, that it must before long 
begin to discount business im- 
provement.” 


“The average man not only 
wants a safe medium for his in- 
vestment money, but he likes to 
take a chance with a little of it; 
and with most people, trading in 
stocks is taking a chance. It 
should not be so.” 


“The silk shirt period has given 
‘way to the worn and the torn 
shirt, and in many cases, the lost 
shirt; and until something happens 
to start all the wheels going again, 
so that everybody can get busy, 
the investor knows that his divi- 
dends are in doubt and his market 
prices are likely to shrink.” 











me not long ago, “The short interest in 
the market amounts to a million shares.” 
My reply was, “But the long interest is 
perhaps a billion shares.” Stocks are re- 
ported as oversold when the floating sup- 
ply, which is the amount physically passed 
back and forth among the traders of the 
Street, is hardly sufficient to meet the de- 
mand for borrowed stock, originating with 
the shorts. 
Value Shrinkage Very Real 

So, whi'e the short interest has made a 
great deal of money in the market, and 
the public itself has to a certain extent 
formed a habit of trading on the short side, 
the shrinkage in the value of securities is 
a real one to our composite man, although 
his friends, the bears, may have profited 
somewhat by his misfortune. He is a good 
deal like the manufacturer loaded up with 
high priced raw material, or high cost in- 





ventory. He is waiting and hoping for 
a turn, and of course it will come one of 
these days. He is interested to know how 
much he will have left when the turn does 
come. 

This depression is unlike anything we 
have had since 1893-7. Along in the early 
90’s, when I was a boy in a broker’s office, 
I remember that the head of our firm had 
a long conference with an official of the 
Atchison, Topeka & Santa Fe Railroad. 
This official described in detail the de- 
plorable condition of the railroad industry. 
American railroads at that time were poor- 
ly constructed of light rails, bridges and 
rolling stock. They were heavily over- 
capitalized, badly and often dishonestly 
mismanaged, and the time was approach- 
ing when they would face financial diffi- 
culties. 

The forecast made by that official was 
not a palatable one to holders of railroad 
securities, but it was accurate, and anyone 
who acted upon it profited to a very large 
degree because it was followed by receiv- 
ership for roads like Union Pacific, Read- 
ing, Norfolk & Western, Erie, Northern 
Pacific, Baltimore & Ohio, and a host of 
others. Conditions in the railroad world 
today are in many ways just as ominous, 
and Mr. Composite Investor is looking 
forward to the next year or two with 
trepidation as far as his railroad securities 
are concerned. 

In the industrial field, he observes that 
corporations are not making any money, 
although their obligations are large, and 
his logical conclusion is that if the cor- 
porations cannot make money from their 
operations, they cannot disperse profits to 
their shareholders who are partners in 
these enterprises. That is why he sees 
further dividend reductions or discon- 
tinuances, 

He sees five million men out of work 
and knows that this means that twenty- 
five million people, or nearly one-quarter 
of the total population of the United 
States, are without their usual income, and 
therefore cannot spend. The silk shirt 
period has given way to the worn and the 
torn shirt, and in many cases, the lost ° 
shirt; and until something happens to 
start all the wheels going again so that 
everybody can get busy, he knows that 
his dividends are in doubt and his market 
prices are likely to shrink. 


Must Have Encouragement 


While all these influences leave him Iit- 
tle money for investment, as indicated by 
the lack of buying power in the security 
markets, he can always dig up a little 
money for speculation, and that is what he 
is likely to do. Give him a little en- 
couragement and he will trade, but so long 
as he sees the stock market characterized 
by short-lived rallies, which are succeeded 
by still lower prices, he knows that the 
turn has not come and he will craw! into 
his shell until he feels safe in venturing 
out for the purpose of risking the few 
hundred or few thousand which he hag 
saved from the wreck. t 








Have We Seen the Worst? : 


J. H. Tregoe’s Views on Deflation 
Interview by JAMES J. KIRWAN 


66 AS industry money enough to 
carry it through depression? Are 
banking accommodations ample? 

What business lines need credit today? 

How long will the present credit strin- 

gency last? ‘ When will the trade revival 

come?” 

These are some of the myriad questions 
having to do with the credit situation that 
are on everybody’s tongue. Naturally 
enough to learn the answers will mean 
success in straight business or investing. 

Desiring to supply readers of THE Mac- 
AZINE OF WALL STREET with first-hand in- 
formation on this subject, the writer nat- 
urally selected Mr. J. H. Tregoe as the 
man to interview. He knew from experi- 
ence, from having read Mr. Tregoe’s re- 
views and speeches, that it was just a 
question of getting the man to talk freely 
and frankly if something really worth 
while was to be elicited. 

A credit man for thirty years is Mr. 
Tregoe’s record, and association with the 
National Association of Credit Men since 
its inception, first as a member and later, 
as now, its Secretary and Treasurer. He 
has seen the association gradually increase 
its scope and effectiveness until today it 
contains no less than twenty-one depart- 
ments, dealing with credit in all its 


branches. 
Scientific Credit 


A word on the subject of credit investi- 
gating and granting, as well as the imme- 
diate purposes and aims of the National 
Association of Credit Men may not be out 
of order here. 

Prior to 1892, the business world gave 
little thought to the country's credit prob- 
lems. There were comparatively few 
trained credit men. Credit granting and 
investigating was merely one of many 
other departments in business concerns, 
and was not regarded as a field in itself. 
As a result, business was either guilty of 
inefficient and unjust tactics in matters in- 
volving credit, or else it was the helpless 
victim of such tactics. Confusion was the 
result. 

The first move of any consequence to- 
ward placing credit on a scientific basis 
was not made until 1892. In that year the 
World’s Fair was held at St.° Louis. 
There, during the convention of world 
business organizations, a committee was 
appointed to investigate the subject of 
credit and determine ways and means by 
which credit -methods, both domestic and 
international, could be strengthened and 
improved. . 

The committee made no very striking 
progress. But it did make a start. 

Four years later—in July, 1896, to be 
exact—a real step forward was taken, 
when the Chief Credit Man for 
the famous Marshall Field organization 
managed to coerce a number of other rep- 
resentative credit mén into having a meet- 
ing. The result was an informal conven- 
tion at Toledo, Ohio, which 400 credit 
men attended. . Rare 


From that body as a nucleus, the Na- 
tional Association of Credit Men has de- 
veloped with what would be caled sur- 
prising rapidity were the need for such 
an association any less apparent. Mer- 
chants, manufacturers and bankers have 
given the body ever-increasing recogni- 
tion. Today, tie association has a mem- 
bership cf more than 33,000. 

Views on the Association 

J. H. Tregoe’s views on the purposes 
and services of the Association, as he ex- 
pressed them to the writer, put the whole 
thing into a nutshell: 

“Anyone wno has made a study of 
credit and is familiar with the workings 
of this Asscciation,” says Mr. Tregoe, 
“will agree that it renders to every indi- 


J. H. TREGOE 
Secretary of the National Association of 
Credit Men, numbering 30,000 members, 
whose emphatic views on business are 


recorded here. 


vidual and every organization with which 
it comes in contact an invaluable service. 
“It has helped do away with o.d-fash- 
ioned methods, that were crude and un- 
satisfactory. It has helped enlarge the 
field in which a busines: organization 
would be willing to operate. For exam- 
ple, in. years gone by, manufacturers 
would not attempt to sell their products 
to merchants in distant states. They had 
no organization through means of which 
to determine the credit status of these 
merchants. Losses, as a result, were too 
likely to. be risked. This difficulty, in 
large part, has been done away with. 
“The. Association has also gone far to- 
wards doing away with the practice large 
corporations used to find it necessary to 
follow—the practice of keeping a corps 
of «young attorneys; literally living on 
railroad ‘trains, whose duty was to watch 
out for ‘credit irréguiarities” or ‘changes in 


the status of those to whom credit had 
been granted. These men, having noth- 
ing else to do, felt more or less in duty 
bound to find trouble. They looked for 
it wherever they went. They would seize 
upon the slightest pretext for swooping 
down upon any unfortunate business man, 
no matter how little excuse there was for 
the action. 

“Practices such as these and many oth- 
ers have been replaced, largely throug] 
the medium of the Association, by sound 
scientific and humane methods of opera- 
tion. 

Cutting Down Losses 


In these times of bad business, anything 
or any agency that makes it possible to 
save a dollar is deserving of the heart- 
iest support. Mr. Tregoe asserts that the 
credit men’s association is cutting down 
business losses, and saving dollars by the 
thousands. 

“Co-operation in business is now the 
keynote of the credit men,” the Secretary 
says, “and because of this co-operation, 
losses have been reduced and will be 
further reduced. 

“Furthermore,” he goes on to say, 
“smaller credit losses necessarily mean 
reduced overhead. As a result, labor can 
be employed more scientifically—and to its 
own better advantage; and also goods can 
be delivered at less cost to the consuming 
public.” 

The writer mentioned to Mr. Tregoe 
the fact that all the cash in the banks, to- 
gether with all the deposits in banks sub- 
ject to check, throughout the world 
amount to only twenty billions of dol- 
lars. It occurred to him in connection 
with the further fact—equally surprising 
—that not less than 92% of the world’s 
entire business transactions are put through 
on a credit basis. 

“Those figures,” said Mr. Tregoe, in 
comment, “only make more -apparent the 
need, the universal need, of establishing 
credit on the soundest and most scientific 
basis possible. Consider our foreign 
trade: For the fiscal year ending June 
30, 1919, our export and import trade 
amounted to about $12,000,000,000 or ap- 
proximately 60% of our entire cash capi- 
tal. Just what our domestic. trade 
amounted to it would be difficult to figure 
exactly; but economists estimate it at 
something like $68,000,000,000. There- 
fore, if the amount of business done on a 
credit basis is 92% of the total, we must 
also turn over our cash money nearly four 
times a year.” 

“Credit is elastic,” he said. “Like other 
essential commodities, it is subject to the 
laws of supply and demand. When credit 
reaches a stage where it is beyond proper 
limits, it becomés inflation and, like our 
last inflated credit balloon, it breaks with 
some disastrous results. 

“To be worthy of the name, credit must 
be built upon a substantial foundation. 
Its use must be directed toward building 
up or developing that which is worth 
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building and will endure. The moment it 
ceases to function in this manmer ‘it; be-" 
comes inflation, just as it did do during 
the past few years.” 

Mr. Tregoe attributes much of the war 
and post-war inflation to Government op- 
erations. “During the booming times,” 
he -says, “the Government was badly in 
need of credit. Of course, the Govern- 
ment got credit. But by using this credit 
for the production of war materials—de- 
structive and destructible products, that is 
~—it made credit expand into inflation.” 


The Credit and Business Outlook 


The interviewer then asked Mr. Tregoe 
everal questions regarding his views on 
he future of industry and trade in gen- 
ral, particularly as concerns credit re- 
uirements and facilities. The Secretary's 
inswers were emphatic and something 
more than to the point. 

“How long the period of depression 
we are now going through will last,” 
Mr. Tregoe said, “will depend entirely 
upon the people themselves. There is 
a way out—but we won’t get out that 
way unless everybody decides that 
we're going to do so. We must all of 
us take hold of the wheel and push in 
one direction; and we have got to push 
with all our strength; and we have got 
to bolster up our strength by using all 
our skill. 

“Manufacturers who have not yet re- 
duced the prices of their products must 
find ways and means of doing so. Where 
wages of labor have not yet been propor- 
tionately reduced, reductions must be 


made. Everyone 
datior, No otie 
to be ‘let off easy.’ 

“Confidence must be restored before 
business can resume. And confidence will 
not be restored until everyone consents 
to shoulder his share of the burden. 

“The property owner,” went on Mr. 
Tregoe, “is no exception to these rules. 
The property owner who even contem- 
plates increasing rentals at such a time 
as this is a detriment to the country, if 
not a positive menace. On the other hand, 
property owners do not need to be afraid.” 

“As for commodities, I look to see 
commodity prices, in general, go lower. 
Me pe has not gone as far as it 

have to go yet, because everybody 

has not yet accepted his share of liqui- 
dation. It is this hesitancy, this un- 
willingness to take the losses that other 
people are taking, that is delaying good 
times.” 


t share in the liqui- 
or “can—expect 


The Next Prosperity 


Mr. Tregoe looks forward with confi- 
dence to the years ahead. 

“Our next period of prosperity,” he 
says, “should be enjoyed for a longer 
period than any we have ever before wit- 
nessed. After each period of intense spec- 
ulation we become more sobered and the 
majority of us learn from the mistakes we 
have made. I doubt if we will ever again 
go through as severe a depression as that 
from which we are gradually emerging. 
Panics are a thing of the past. 

“I do not consider this present depres- 
sion a panic. But, as sure as you're alive, 


. 
if it were not for the existence of the 
Federal’ Reserve ‘ Banking System, we 
would now be in the throes of a far 
worse panic than that of the early ‘90's. 

“The National Association of Credit 
Men did as much as, if not more, than 
any other body of citizens in the United 
States toward bringing about the exist- 
ence of the Federal Reserve Bank. It 
has upheld and defended this banking sys- 
tem since its creation and it will continue 
to do so, with all its power and influence, 
because its members believe the system 
embodies the fundamentals essential to the 
Public Welfare.” 

As to Individual Industries 

Mr. Tregoe was asked what particular 
individual industries are likely to be the 
first to return to “normalcy”; also, which 
industries are, and will be, in greatest 
need of further credit facilities. 

“Really,” Mr. Tregoe replied, “there is 
no one industry that should require par- 
ticular help. 

“Business in general is improving, ac- 
cording to a survey, based on the ex- 
pressed opinion of hundreds of delegates 
from all parts of the United States who 
attended our twenty-sixth annual conven- 
tion. Collections for May were better 
than collections and sales for the preced- 
ing months, and further improvement is 
expected in the fall. Though liquidation 
in all lines is not yet completed, the credit 
men look forward to a steady readjust- 
ment of industry to new conditions.” 

Mr. Tregoe called my attention to a 
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TRADE PROSPECTS AS SEEN BY CREDIT MEN 
COLLECTIONS. 


SALES IN DOLLARS, 


SALES IN UNITS. Has revival 
—N of busi 





As compared 
with last yr, 
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TRADE GROUP. 
Dry goods, notions and allied lines 


Drugs, chemicals and allied lines 
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WHAT IS THE MOST SERIOUS FACTOR RETARDING BUSINESS 
ACTIVITY IN YOUR LINE! 


. Failure of retailers 
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wages. 3, Unemployment. 


. Unemployment. 2, 


. Excess of high priced: stocks in retailers’ hands. 
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5. Foreign Pe ww situation. 


. Failure to market farm products, inability of people to buy. 


2. Unemployment. 3%. Crop situation, 
e. 2, Retarded movement of agricultural prod- 
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. Failure to market farm products. 8, Un- 
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What Shall We Do With Our Unemployed? 


nation: What shall it do with its 
more than five million unemployed? 
The traditional viewpoint which can- 
not conceive of anything which has not 
come within the range of its own cxperi- 
ences regards the situation as one which 
cannot be cured except by the slow, heal- 
ing processes of Time. It would have us 
resign ourselves to present circumstances, 
trust for the natural laws of supply and 
demand to finally work out to the ad- 
vantage of business, and in general to 
pursue a laissez faire policy. It is true 
that in the past this is the method, if 
method it can be called, which has been 
traditionally pursued. It is also true that 
the past have been re- 
plete with mistakes 
costly to humanity, 
Let us confute history 
and show that it is 
possible to profit from 
experience. 


A Pathetic Spectacle 


\ MASSIVE problem confronts this 


No matter from 
which viewpoint this 
problem of unemploy- 
ment is regarded— 
social, philanthropic, 
or economic—we can- 
not resist the conclu- 
sion that the scope of 
the present misery is 
so great as to require 
an intelligent, compre- 
hensive and efficient 
method of combating 
it. Today, we present 
a peculiarly pathetic 
spectacle of stupidity. 
In all this nation of 
intelligent beings, 
there has not yet been 
presented a single 
comprehensive plan of 
restoring nation-wide 
prosperity. It should 
be apparent to all that 
this interminable wait- 
ing, waiting, waiting for something to 
happen to bring business back to normal 
cannot be productive of good except at the 
sacrifice of years of uncertainty and un- 
settlement. 

The spectacle is bewildering. It is a 
Magnificent paradox. For the nation is 
simply bursting with wealth and there are 
men tramping the streets looking for work: 
the granaries of the West are full to the 
brim and the South has produced a huge 
wealth in cotton and yet the West and 
South are in the trough of depression. 
What excuse can there be for permitting 
this condition to exist? 


The “Liquidation” of Labor 


Brown Bros. 


Why not use it? 


There are even some who. talk glibly of 
the eventual benefits that will come from 


the “liquidation of labor.” “It will be a 
good thing for the country at large to have 
wages reduced and the present unemploy- 


A Possible Solution 
By E. D. KING 


ment will certainly exert a salutary effect 
on labor” is a statement which is heard 
very commonly, too commonly. This is 
the sheerest economic nonsense. For the 
reduction of wages and the unemployment 
of men produces results exactly contrary 
to this. It first of all curtails the buying 
power of the public at large and conse- 
quently lessens the demand for goods, and 
secondly it has the effect thereby of pro- 
ducing further unemployment, again lessen- 
ing the purchasing power of the public, 
consequently again lessening the demand 
for goods and so on and so on. The ad- 
vocates of low wages and of the “salutary” 
effects of unemployment cannot be serious. 
Generally they are to be found in the 





SHALL WE LET THIS HAPPEN? 


Five million men are jobless today. And yet there are millions in need of new 
homes; thousands of miles of essential highways to be constructed; large areas to be 
re‘orested, and great tracts of land to be made fertile. We have man power now. 


ranks of the employers, but who actually 
suffers more from unemployment than the 
employer himself? It must be a grim satis- 
faction to him to reduce his payroll and 
send his men out on the street to look for 
work, when at the same time, his profits 
are being cut to the bone, through the very 
inability of these unemployed to buy his 
products. 

Certainly the farmers cannot be satisfied 
with the present situation. They have 
produced wealth but they have no means 
of converting it for the simple reason that 
there are too many unemployed and that 
too many of those who are actually em- 
ployed are not in a position to buy these 
products. “We have a surplus,” some say, 
“and it is a question of working that sur- 
plus off.” But it is not a question of over- 
production. The world can never produce 
more than it needs. The point is that there 
is not enough consumption, nor can there 


be until the wheels of industry move again. 
But who is to move the wheels of industry? 


Everybody Waiting 


Everyone is waiting for the next man to 
take the first step. “Let the steel makers 
cut their prices,” say the builders. “But 
we can’t cut prices any more unless the 
railroads cut their rates,” say the steel 
men. “But how are we going to cut rates 
unless we can reduce expenses by cutting 
wages?” say the railroads. “We will never 
consent to a reduction in our wages until 
living costs decline further,” say the rail- 
road workers. And thus we go on and 
on ad nauseam. 

Is this an intelligent way of getting our- 
selves out of the pres- 
ent difficulties? Is 
this an efficient meth- 
od of restoring pros- 
perity? The results 
of today answer these 
questions adequately. 
For despite sporadic 
and abortive attempts 
to create a newly ad- 
justed condition of af- 
fairs, except in a few 
instances, business 
shows comparatively 
no ability to recover 
and the number of 
unemployed is slowly 
growing larger. 

Nor is there any- 
thing wrong with the 
present attitude of the 
employer of labor. 
Surely he cannot be 
expected to pay for 
his labor at high rates 
when the demand for 
his products has fall- 
en to a point where 
he has had to cut 
prices sufficiently to 
at least retain part of 
his trade. The indi- 
vidual employer can- 
not be expected to 
shoulder the burden created by present 
conditions. In an individual way, he is at- 
tempting to improve conditions and by 
methods which are generally proper, under 
the circumstances. But the combined re- 
sult. of all these individual attempts to re- 
store normal business conditions has been 
almost negligible. It. should be apparent 
that it will require a concerted effort on 
the part of all to radically improve present 
conditions. 





The Solution 


The problem is to give work to our un- 
employed so as to open up the present ob- 
structed trade channels. Individual em- 
ployers are not in a position to do so be- 
cause the state of business does not per- 
mit them to do so. The question is to find 
an employer. The only potential em- 
ployer in a position to give employment 

(Continued on page 656) 
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Six Months of Harding 


ALL STREET, during the past 
thirty years, has become so ac- 

* customéd to governmental inter- 
ference with business: that it is as yet 
hardly acclimated ta the policy of. the 
Harding Administration. This. policy— 
more business in government and less gov- 
ernment .in. business—which was an- 
nounced during the campaign, was looked 
forward to with a*great deal of hopeful- 
ness, but at the same time it must be 
admitted, with considerable cynicism. 
Even upon the inauguration of the Pres:- 
dent and the announcement of his Cabinet 
—which included such names as Hughes, 
Mellon and Hoover—there was still con- 
siderable doubt regarding the success of 
this proposed plan to 
divorce business from 


Accomplishments 


By THOMAS B. PRATT 


play into the hands of any particular 
group, and it is quite clear from many 
angles that the’ public has considerable 
faith in the efforts of the administration. 


Relief for Russia 


The outstanding features of the work 
of the administration so far have been the 
agreement made with: the Soviet Govern- 
ment by Secretary Hoover, whereby -re- 
lief is being sent to the starving millions 
of Russia; the adoption of the Budget 
System, the calling of the Disarmament 
Conference, the revision of taxes, the rail- 
road relief measure, the plan for funding 
treasury and foreign government obliga- 
tions and farm aid. 


in putting Russia back upon a production 
basis and thus put her in a position to buy 
the products of other countries. This will 
be of inestimable value to the whole 
world, as it will tend to increase both 
production and consumption in all coun- 
tries. 


Disarmament 


One of the most important ‘steps that 
President ‘Harding has taken is the call- 
ing of the Disarmament Conference. This 
conference has been called at an oppor- 
tune time, for. probably never before in 
the history of modern times has there 
been such a general desire on the part 
of the people of all nations for relief 
from the burdens im- 
posed by military ex+ 





government and to put 
government affairs 
upon a business basis. 

The forces of radi- 
calism appeared to 
be too strongly en- 
trenched, and the hab- 
its developed through 
thirty years of gov- 
ernment regulation, 
operation and _ inter- 
ference seemed to 
have too strong a 
hold upon the political 
forces of the country, 
to be overcome in a 
short space of time, 
even by an adminis- 
tration attached to a 
party having a con- 
servative record and 
with an exceptionally 
large congressional 
majority. 

The fact remains, 
however, that there 








penditures. Every 
country that took an 
active part in the war 
is today burdened with 
a huge debt as the 
result of the destruc- 
tion entailed by the 
war. Many countries 
today are spending 
and are planning to 
spend further huge 
sums, merely to keep 
up their armament 
upon a war basis, and 
this money in some 
countries is not com- 
ing out of income, but 
out of further’ bor- 
rowings. The French 
Budget for 1922, as 
an example, calls for 
an expenditure of 
25,000,000,000 francs, 
of which 8,000,000,- 
000 francs is for mili- 
tary purposes, The 


enormous sums of 








have been unmistak- 
able signs that Presi- 
dent Harding means 
what he said and the 
accomplishments of 
his Administration 
during the first six 
months have brought 
about truly remarkable progress. 

Perhaps the most noteworthy feature 
of the President’s administration so far is 
the fact that he has been able in most 
instances to satisfy both the radical and 
conservative elements in Congress. This 
is undoubtedly due largely to the feeling 
in Congress that, although the President 
intends to give the country a sane, busi- 
ness-like administration, yet he can be 
trusted not to play into the hands of 
“interests” at the sacrifice of the people. 
In other words, Wall Street is not run- 
ning the administration, but the adminis- 
tration is being run, so far as politics will 
permit it, along sane, economic lines. The 
presence in the Cabinet of such men as 
Postmaster General Hays and Secretary 
Fall is further evidence to the progressives 
that the administration does not intend to 
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THE PRESIDENT AND CABINET 


Left—President Harding, Secretary of Treasury Mellon, Attorney-General Daugherty, 
Secretary of Navy Denby, Secretary of Agriculture Wallace, Secretary of Labor Davis; for. this 
Right—Secretary of State Hughes, Secretary of War Weeks, Postmaster General Hays, 
Secretary of Interior Fall, Secretary of Commerce Hoover ; the End, Vice-President Coolidge. 


Too great stress cannot be laid upon the 
importance of the agreement made be- 
tween Secretary Hoover’s Relief Commis- 
sion and the Soviet Government whereby 
aid is being extended to the famine dis- 
tricts of Russia. It is a recognized fact 
among all economists that Europe cannot 
return to normal until the Russian ques- 
tion is settled. Russia is one of the great 
markets for European production and the 
loss of this market at the present time is 
a tremendous handicap to Europe in her 
reconstruction problems. The opening of 
negotiations with the Soviet Government 
are quite likely to lead to further negotia- 
tions, which will open the way for inter- 
national trade between Russia and the 
United States. Such negotiations would, 
of course, be along lines satisfactory to 
both countries and in time should result 


money that are being 
spent and that are be- 
ing planned to be spent 
non-produc- 
tive purpose are de- 
priving agriculture 
and commerce of 
funds of which they are more in need 
than at any period in the past half-cen- 
tury. The Disarmament Conference, for- 
tunately, will have behind it a public 
opinion that should insure its success, 
and it is quite likely that some 
agreement will be reached whereby ex- 
penditures for naval armament, at least, 
will be materially reduced. 

The tax program of the administra- 
tion has worked out practically along the 
lines suggested by Secretary of the Treas- 
ury Mellon, although the Excess Profits 
Tax is not to be repealed until the end 
of this year. The reason for this was 
due to the middle western representa- 
tives, who are still under the delusion 
that the Excess Profits Tax is not only 
sound, but good politics. 

(Continued on page 644) 
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How America Can Rebuild China 


‘What the Consortium Has Not Done for the Far East — A World “Safe for Democracy” vs. 


the “Open Door” 


By ORIN DE MOTTE WALKER 


Orin de Motte Walker is managing director of the China-American Industrial Corporation, Ltd., of Pekin, China. 

He has for many years had first-hand opportunities to study the causes not alone of China's industrial decline, 
but of the failure of the once-great Empire to regain commercial and industrial stability. 

If Mr. Walker’s views, which he expresses in no uncertain terms in the following article, are correct, Chima has been, 
and still is being, victimized by an unscrupulous international policy having no foundation in justice or in wisdom. If 


his views are not correct, obstacles of some other kind are holding the country back. 


In any event, China’s industrial regeneration is a matter of vital concern to American investors in whose hands may 


be the development of one of the greatest markets in the world and, while we 





ponsibility for the cor- 


rectness of Mr. Walker’s conclusions, we are sure our readers will welcome this contribution to win ginuinttn tbitie 


problem of the times.—EDITOR. 


HE recent declaration on the part of 

Secretary of State Hughes, to the 

effect that America would imsist on 
the principle of the @pen Door in China, 
at the coming conference with Great 
Britain and Japan, opens the door to con- 
siderable speculation as to what the real 
attitude of the Administration at Wash- 
ing is in relation to China, also what the 
purposes were that prompted this latest 


declaration, coming ‘as 


ernment. Each group of bankers repre- 
senting their respective countries were 
given the support of their respective gov- 
ernments to the exclusion of other bank- 
ers in their respective countries, thus the 
consortium appears to be more or less an 
international combination formed to mo- 
nopolize the governmental financing field 
in China. 

‘The idea of the consortium was not re- 


volyed in war, referring particularly to the 
trouble between the north and south. This 
particular trouble seems to be that th 
northern or so-called Central Government, 
dissolved Parliament a few years ago, and 
the method or right to dissolve Parlia- 
ment was not approved by some politicians 
and the dismissed Parliamentarians. were 
not paid. It is a matter in which the 
people of China have no interest. and 
really involves a tech- 
nical principle. of par- 





it does at the time 
when the renewal of 
the Anglo-Japanese 
Alliance is under dis- 
cussion. 

The Open Door 
Policy in China was 
initiated by the late 
John Hay, Secretary 
of State during the 
Roosevelt Administra- 
tion. It was designed 
to secure equal rights 
and opportunities for 
all nations in the de- 
velopment of - China. 
The principle was 
fater. embodied in a 
treaty which was exe- 
cuted by nearly all of 
the leading Powers 
and has been either 
sét forth or mentioned 
in nearly every Treaty 
which has been made 
wherein Chi na_ has 





liamentary law. The 
war, if it may be 
called such, is more 
correctly a personal 
one between military 
governors and _ be- 
tween the troops of 
those warlords, than 
governmental. 

As it takes money 
to run wars and op- 
erate governments, 
and China has no 
money, someone must 
be furnishing the 
money with which the 
southern government 
continues in existence. 
As only those nations 
which are associated 
with us in the con- 
sortium agreement 
have money, the de- 
duction is warranted 
that some of our as- 








been mentioned, since 
that time. It is also 
an integral part of the 
Anglo-Japanese Alli- 
ance. 

While both the pur- 
pose and intent of 
the Open Door Policy or Treaty are 
clearly and concisely set forth, the prin- 
ciple has been disregarded. This fact -is 
fully evidenced by the attempt to include 
in the latest Consortium Agreement many 
things which were comprehended in the 
Open Door Treaty, but which the various 
Powers have heretofore refused to con- 
cede or surreunder under that Treaty. 


The Consortium Agreement 


The consortium is what might be 
called a close corporation of international 
bankers, organized by a group of Ameri- 
can bankers, at the instance of the Wilson 
administration, for the purpose of making 
and controlling loans to the Chinese gov- 


Courtesy Christian Herald. , 
A FEW OF THE SIX HUNDRED MILLION 
The development of whose country, according to Mr. Walker, is delayed 
and prevented for the reason that many of the grants and concessions are 
in the hands of foreigners not able to exploit them. 


ceived by our associates with any too 
great favor, for they were secure in their 
holdings in China and the consortium 
provided for the Open Door. Japan was 
particularly obdurate and was _ only 
brought in by threats of isolation and ex- 
clusion. Great Britain’s attitude has been 
one of not being for it. This seems to 
be the general sentiment of all the parties 
to it except America. 

In order not to offend America they 
joined with us; then they immediately pro- 
ceeded to make the terms of their joining 
ineffective by inserting provisions which 
would nullify the action. The best joker 
was that no funds were to be loaned to 
China so long as the country was in- 


sociates have been as- 
sisting the southern 
government, for the 
seeming purpose of 
preventing unification 
between the north and 
south and to restrain 
America from becoming financially inter- 
ested in loans to China. This policy would 
be in furtherance of their own interests, 
for it would enable them to retain their 
self asserted spheres of influence conces- 
sion, franchises and special privileges, 
which they have agreed to surrender to 
the consortium when it becomes operative. 
As-a consequence we find that private 
concerns of British, Japanese and Belgian 
nationality, are makng loans under var- 
ious guises, always explained with the 
statement that this particular bit of busi- 
ness is without the scope of the consor- 
tium. American bankers in respecting the 
spirit of the agreement have refrained 
from making any independent advances 
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and have thus played into the hands of 
their associates who are doing business 
while we are holding the bag. 

Another joker in the agreement provides 
that when the consortium group of any 
nation declines to recommend the accep- 
tance of a loan or proposition, to the con- 
sortium, individuals, banks or firms of 
that nation will be permitted to make 
loans independently. In this manner loans 
have and are being made in China. So 
while we are depriving ourselves of op- 
portunity through an exaggerated idea of 
respecting the spirit of the consortium, in 
which position we stand alone, we have, 
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JOHN HAY 


Secretary of State under Roosevelt, 
whose regime was notable chiefly for its 
pronouncement on the Open Door in 


China 


it the same time, put our associates in a 
inancial position to do business and keep 
us out of the field. 

It is therefore easy to understand why 
the effort made to extend the scope of the 
Open Door policy through the terms of 
the consortium, as organized and operat- 
ing, has not and cannot be a success. 


The Value of the Open Door 


In considering the policy of the Open 
Door, with particular respect to China, its 
value to China, if successfully maintained, 
cannot be underestimated. China is now 
helpless. She cannot make a foreign loan 
because of the dictum of the consortium. 
She is powerless to initiate or consum- 
mate the necessary and logical internal 
improvements and development, by rea- 
son of spheres of influence and conces- 
sions, in the hands of foreign powers. 

The necessity for a new definition, 
understanding or agreement as to just 
what is comprehended in the Open Door 
Treaty, is imperative, and we wonder if 
this is what the Secretary. of State has in 
mind at this time. 

A very interesting example of the oper- 
ation of the Open Door is found in the 
following incident: An American firm 
sent its representative to China to nego- 
tiate with the Chinese government for the 
construction of some railroads. In the 
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conference called for the purpose of se- 
lecting the routes the lines should follow, 
the American representative said, “I will 
build the line from A to B.” But the 
British said, “We have an agreement with 
the Chinese government which provides 
if any railway is built in that province, 
the British shall have the right to build 
it.” The American said, “All right, I 
will build the line from C to D.” But 
the French said, “You cannot do that, for 
we have an agreement with the Chinese 
government which gives us the exclusive 
right to build railroads in that province.” 
E to F, brought forth the same objec- 
tions from Belgium. H to I was covered 
by an agreement with Japan. The Ameri- 
can, waving his hand over the map of 
China which was spread before him on 
the table, said, “This line cannot be built 
because of British objections; that, be- 
cause of French; this, because of Japan- 
ese, etc. Will you please tell me where in 
hell is China?” 

The mining rights of the richest pro- 
vince in China are in the hands of the 
British. One of the richest coal pro- 
vinces is likewise covered by an agree- 
ment with a British subject, supported by 
the British government. The French have 


-similar rights in another rich province. 


Most of the iron deposits are pledged to 
the Japanese as security for loans made 
during the late war and unsanctioned by 
her Allies. But why go on? In one way 
or another the hands of the Chinese gov- 
ernment are tied by agreements and con- 
cessions, forced on her by dire necessity 
for funds or by threats. 

The surprising thing is that many, if not 
the majority, of these grants and conces- 
sions have been wrung from China since 
the Open Door Treaty was negotiated and 
by parties to it, in violation of the terms 
as well as the spirit of the agreement. 
Imagine, if you can, a commission sitting 
in Washington, composed of British, 
French, Russians, Belgians, Danes and 
what not, working out a revenue of tariff 
schedule for the United States govern- 
ment, deciding what we should be per- 
mitted to charge as duty on merchandise 
imported into the United States, each na- 
tion demanding and securing for the prod- 
ucts of its own country the most favor- 
able rate and then advising us that the 
schedule they have prepared is the duty 
we will be allowed to charge. This rep- 
resents the action of the joint tariff com- 
mission which sat in Shanghai and de- 
cided for China what her tariff might be. 

The financial condition of China today 
is in no small measure due to foreign in- 
terference in the domestic affairs of the 
Republic. 

Development is further delayed and pre- 
vented for the reason that many of the 
grants and concessions are in the hands of 
foreigners, who are not financially able to 
exploit them; yet so long as the conces- 
sion is outstanding all development of it 
is stopped. The concessionaire refuses to 
surrender his concession and the Chinese 
government cannot force its cancellation 
or surrender because. of diplomatic sup- 
port which will be brought to bear upon 
it. 

Why China Is Backward 

The question is often asked: “Why is 
China so backward?” Do not these facts 
in a large measure answer that question? 


It is difficult to build a railway if you 
cannot grant a franchise in your own do- 
main. 

I hold no brief for the Chinese, but we 
are so quick to acclaim the superiority of 
the white race and more especially that 
of the Anglo-Saxon branch of that race, 
that it seems high time for us to take 
stock of ourselves and “see ourselves as 
others see us,” to see how nearly we 
measure up to the morals and principles 
we claim for ourselves, using the measure- 
ment for our actions in China as the 
standard. It is not to the credit of any 
nation to selfishly obstruct the develop- 
ment of a friendly power, by pursuing the 
policies which most of the nations have 
adopted in China; to wantonly disregard 
treaty obligations; to prey upon the weak, 
because they are weak, when it is in a 
measure to blame for reducing them to 
this state, or to persist in a policy of 
opportunism for the sake of empire. 

If China is not a sovereign nation, pos- 
sessed of sovereign right, recognized by 
treaties, and maintaining diplomatic rep- 
resentatives everywhere, why is she rec- 
ognized? Yet, point out any single 
Power, which, in practice, recognizes that 
the Chinese government possesses any 
rights, either governmental or territorial t 
Britain regards it as being quite within 
law to go off with Thibet. She considers 
it “quite all right” through her subjects, to 
take a part of the water front at Amoy 
for docks, without so much as “by your 
leave” and despite Chinese protest. It 
would be interesting to know under what 
provision of the Open Door Treaty or any 
other Treaty she finds her authority for 
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Guiding spirit of the international bank- 
ing consortium whose operations were 
expected to restore industrial China. 


such actions. The Japanese, who are not 
of the white race, and who we do not like 
to consider in the same class with Britain, 
except as the British have placed them- 
selves in that class by the Anglo-Japanese 
Alliance, maintain an army post at Han- 
kow, police at Amoy, in Manchuria and 
in Shantung outside of the German leased 
territory despite continuous protests of 
the Chinese government. Would not an 
(Continued on page 646) 
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Is Foreign Money a Good Investment? 


What a Close Scrutiny of Marks, Crowns and Roubles Reveals 


By JOSEPH KUCERA 


The writer of this article, Joseph Kucera, recently returned from a stay of two years abroad during 


which time he made a special study of the causes and effects of Europe’s currency demoralization. 


views on the future of Central Europe and Rouble Exchange are striking. The charts illustrating cost of 
living and price trends in Germany, United States and Great Britain are presented by courtesy of American 


Exporter. 


6 HAT do you think of German 
money? Is it a good investment? 
Will it ever come back?” 

Invariably, these are the first questions 

put the traveller who returns from Ger- 
many. Similar questions are put to the 
traveler returning from any other Euro- 
pean country. No other subject, ap- 
parently, has so strong an appeal to the 
imagination of the American investing pub- 
lic as the possibility of reaping a rich 
harvest in foreign exchange. 
_ Some travellers may give hopeful 
answers to the questions. Others may 
not be so hopeful. However, for the 
writer there is only one answer to this 
question. of whether or not European 
money will return to par, and that answer 
is, “No!” 

European money cannot “come back” 
any more than a worn-out fabric, which 
ean be mended when it is only torn but 
must be discarded when it is worn thread- 
bare, can magically regain its original 
freshness. 


Shot from Guns 


European money has been shot from 
guns for four years, and shot from print- 
ing presses for another three years. It 
has been shot dead and there is no com- 
ing back. 

Great Britain, France and several of 
the neutral countries whose international 
economical relations did not cease en- 
tirely during the War are more or less 
justified in insisting on the ultimate re- 
turn of their moneys to par, but the coun- 
tries of Central Europe, whose interna- 
tional commercial intercourse was par- 
alyzed for the four years of the War, 
are confronted with the hopeless task of 
turning paper into gold. 

Central European money has only been 
oscillating since the War, and that is all 
it can continue to do for far in the future, 
The laws of economics, which, prior to 
A. D., made a positive science of math- 
ematics, cannot permit its return to pre- 
war par. : 

Money is gold. Gold is surplus pro- 
duction. Frior to 1914 each country’s 
paper was backed by gold which was 
stored in vaults while paper equivalent 
was used as a matter of convenience. 
Now there is no gold in the vaults and 
the paper money becomes a note without 
collateral. 

One must have unlimited faith in the 
country he buys that paper from and 
hope that he will get back, at least, as 
much as he has lent. 

All who have seen Europe since 1918 
will readily agree that she is in need of 
three meals a day; in need of clothing 
and a general overhauling of the whole 
productive machinery. These are her 
most vital needs. and it is precisely here 


that her surplus production—gold—will 
go, primarily, as soon as she returns to 
her pre-war production basis. It is this 
very simple situation that will prevent 
Europe from acquiring enough surplus of 
the precious metal to enable her to bring 
her money back to par. 


Depleted Reserves 


It has been the general rule for those 
countries on a gold standard. basis to have, 
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as an average, forty per cent gold backing 
for their paper issue, the remainder being 
guaranteed by government securities. 
Germany, then, with her 2.8 billion marks 
in circulation in 1914 had a gold backing 
of, presumably, 1.12 billion marks. Let 
us not forget that these 1.12 billion Ger- 
man gold marks in the vaults of the 
Reichsbank represented the accumulation 
of surplus production of the German na- 
tion for centuries; otherwise we cannot 
see so clearly in what a hopeless predica- 
ment Germany’s money is. 

On June 30, 1921, paper currency to 
the amount of 84 billion marks was 
circulating in Germany. If this circu- 
lation should remain at the figure 84 
billion marks, it would require, at the 
40% rate of gold backing, 33.6 billion 
gold marks in the vaults of the Reichs- 
bank to bring the German mark to par! 
But this is not all. We read that, at 
present, the German government is 
issuing paper money at the rate of ten 
billions of marks per month! 

The annual reparation payments of 4 
billion marks in gold, to be extended over 
thirty-two years, is more than Germany’s 
ability to. pay, as most economists. agree 


today. But, for the sake of argument, let 
us suppose that Germany’s surplus pro- 
duction for thirty-two years to come will 
equal 4 billion gold marks annually. Even 
if it should reach this tremendous 
amount, for Germany in her present state, 
there would be none of it left to set aside 
for the backing of paper. In other words 


the German mark will be left to the mercy 
of the moods of international money spec- 
ulation for thirty-two years to come. These 


moods will vary, to be sure, in favor of 
the mark. 

Economic laws can be overridden for 
a time being, as in the case of 60 to 70 
marks for a dollar, the average of German 
exchange on United States for some time 
past. To be exact, one American dollar 
today is worth 120 marks if it should be 
valued in proportion to the number of 
paper marks circulating in 1914 and the 
number in circulation in 1921. The cir- 
culation of 1921—8¢4 billion marks—is just 
thirty times the circulation of 1914—28 
billion marks. In 1914 the rate of ex- 
change on the dollar was four marks, so 
the logical rate today would be 120 marks 
for a dollar, but let us keep in mind that 
at four marks to the dollar the paper was 
backed by forty per cent of gold, while 
today it is not much more than a produc- 
tion of engravers’ and printers’ arts. 

The chances are that German money 
will remain around 60 to 70 marks for 
a dollar instead of the more nearly cor- 
rect 120. There are weighty commercial 
reasons for attempts at stabilization of 
international money exchange which 
compel us to endeavor to hold in abey- 
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ance for the time being even the iron 
laws of economics. These, however, 
are the very reasons discouraging spec- 
ulation in foreign money lest we be- 
come resigned to gambling and letting 
the future look out for itself. 
Operating Against Recovery 

If, for instance, we should take into 
consideration Germany’s incapacity of 
producing surplus that was incurred by 
the loss of territory, population and 
wealth our hopes for the return of Ger- 
man money would suffer a heavier blow. 
There are endless reasons why it cannot 
come back. One of them is an ordinary 
banking principle. Would you expect any 
bank to pay you 1,400 per cent on a dol- 
lar? Yet, if the German mark should 
return to par within a year of your pur- 
chase at 60 marks to a dollar, it would be 
necessary for the German government to 


pay you that amount of interest, because, 
at par, which is about four marks to the 
dollar, you would get 15 dollars for the 
one you invest today. This seems one of 
the soundest and simplest arguments 
against Central European money coming 
into its own. 

Other Countries Similarly Handicapped 

What has been illustrated in the case 
of German money applies in fact and 
principle to all the countries of Central 
Europe. Detailed statistics by the score 
could be given and all would only prove 
that some of these countries are in about 
the same plight as Germany, while others, 
handicapped by the lack of natural re- 
sources or productive capacity, are finan- 
cially far behind her. 

The most remarkable thing about thc 
money situation in these countries is, that 
even men prominent in finance and eco- 
nomics, when deploring the low standing 
of their country’s exchange, are inclined to 
place the blame on artificial depression 
caused by international speculators. They 
firmly hope that their country’s money 
will come back but they overlook the 
most important point in the whole prob- 
lem—that is surplus production. They 
forget that not before they have begun 
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to produce beyond their immediate needs 
can their money’ have any chance of re- 
covery even partially unless the world 
should agree to discard gold as an inter. 
national standard. Considering the fact 
that our whole economic system, as a re- 
sult of centuries of development, is based 
on gold, the likelihood of this latter de- 
velopment is considerably more than re- 
mote. 


A Classic Experience 


There is romance in finance—fortunes 
made, lost, changing hands continuously 
in this frenzied game, more attractive than 
the weirdest fiction because of its reality. 

In the post armistice period Europe had 
a taste of this romance, and the follow- 
ing story, which by this time is a classic, 
is really not fiction but the strangest truth, 
and in some form or another enriched 
the experience of more than one individual 


+ 


up to that time uninitiated into the realms 
of high finance: An American arrived in 
Germany last year with a thousand dol- 
lars which he exchanged at the rate of 100 
marks to the dollar. He spent three 
weeks and ten thousand marks in Ger- 
many and twenty thousand marks and two 
weeks in Prague in Czechoslovakia. He 
then went to Vienna, where he lived two 
weeks as lavishly as an Austrian noble- 
man (pre-war) for two weeks on twenty 
thousand marks. He started back to the 
United States via Germany. In the seven 
weeks he had been gone German ex- 
change had recovered to 40 marks to the 
dollar, so he exchanged the fifty thousand 
marks he had left and received 1250 dol- 
lars and after paying his passage home he 


arrived in New York with his original 
thousand dollars. 

Every American who has been to Eur- 
ope can tell some similar grotesque story 
which happened before the European ex- 
change gradually settled to approximately 
real figures in relation to the American 
dollar, but such chances, unexpected or 
premeditated, are gone forever. Central 
Europe has gradually been awakening to 
the harsh fact that. only production can 
make money talk and she is reluctantly 
recognizing that silent printing presses 
and increased production are the only 
means of putting gold back of paper. 


Financial Acrobatics in Russia 


For unheard of acrobatics in money 
matters Russia takes the prize. In Bol- 
shevik Russia, at present, three kinds of 
money are in circulation: Romanoff, Ker- 
ensky and Bolshevik roubles. Worthless 
paper, all of it; but one outbids the 
other because of supply and demand. 

During my stay in Russia, in the latter 
part of 1920, one Romanoff rouble bought 
ten Bolshevik or three Kerensky roubles. 
Kaleidoscopical as Russian conditions are, 
traveling faster than can be transmitted by 
cable, this relation should not be taken as 
a criterion. Expressing it concretely, I 
may state that in 1920 an American dollar 
bought four thousand Bolshevik roubles, 
but, at present, will buy 25 thousand. If 
then the Romanoff money depreciated in 
like proportion one would get 2,500 Ro- 
manoff (Czar) roubles for one dollar 
today. 

Is there the remotest chance of such 
money’s returning to par at about 50 cents 
to a rouble? 

Curiously enough, though due to the 
gambling in the possibility of the Bolshe- 
vik’s recognizing the international obliga- 
tions incurred by the Czar’s regime, 
Romanoff roubles and even Kerensky 
found takers throughout Europe. I, my- 
self, have turned Romanoff money to the 
Reichsbank in Berlin at 40 pfennig for a 
rouble and got 15 pfennig for a Duma 
(Kerensky) rouble. And I felt as though 
I had cheated the German government be- 
cause the printed matter on the notes 
stated that on presentation to the Russian 
government bank they would be redeemed 
in gold. 

In this latter respect, by the way, the 
Bolshevik rouble goes its predecessors one 
better, announcing itself as being “guar- 
anteed by the entire wealth of the Re- 
public.” 

It might justly be claimed that pur- 
chasers of Romanoff roubles are in fact 
accomplices of the Bolsheviks, for tre- 
mendous amounts of that money found 
its way to Europe to finance revolutionary 
propaganda; particularly the five hun- 
dred denomination, which at times threat- 
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Money and Credit 


The Autumn Season in Business 


Readjustment Nearly Completed— Greater Stability in Prices — Investments at Low Level — 


EADJUSTMENT of business condi- 
tions now appears to be nearly 
complete in almost al] lines. This 

statement is equivalent to the expression 
of a belief that what is called the “turn” 
of the economic situation has been 
reached, or practically so. The limita- 
tion which must be imposed upon this 
view of the case is that there are still 
lines of business which have resisted re- 
adjustment, and where are, therefore, re- 
tarded. The slowness with which they 
are recovering and the fact that many 
of them are still far behind in the process 
of restoration to normal, must be ascribed 
to the policies which were pursued by 
their managers during the spring and 
summer of 1920. 

These policies prevented such lines from 
taking the lead in the process of reor- 
ganization and readjustment. Prominent 
among them is, as usual, the steel and 
iron trade. Readjustment in coal has been 
prevented through the existence of con- 
trolling labor agreements and of high 
freight rates, and in the railroad industry 
itself further recovery has not been pos- 
sible because of the peculiar labor and 
transportation problems which have pre- 
vented carriers from getting back to a 
regular volume of effort and a satisfac- 
tory income status. In spite of these 
backward elements in the- business situa- 
tion, the generally good crop yields, the 
fact that agriculture has cut its cost of 
production generally and thoroughly, and 
the progressive improvement in lines 
manufacturing consummable commodities, 
offer a hopeful prospect for the autumn 
trade with promise of still better develop- 
ments later. 


Price Recession Checked 

Enough time has now elapsed since the 
downward movement of prices reduced its 
speed to give fair assurance that a period 
of relative stability has arrived. Current 
indexes show but little change. during the 
past month. Bradstreet’s index for July 
was 10.72, while current weekly indexes 
show comparatively slight variations since 
the beginning of August. For July the 
Federal Reserve Board index shows an 
increase of 2 points. The number stood 
at 139 in June and rose to 141 in July. 

The most striking thing about the pres- 
ent price situation is the slowness with 
which some prices have adjusted them- 
selves to the general level. In some 
branches of the steel and iron trade there 
is still a considerable “lag.” Anthracite 
coal still remains high to the consumer 


and there are similar disparities in other 
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Prospects for Autumn 


By H. PARKER WILLIS 


important branches of business. Never- 
theless the steady reduction of food prices 
and the gradual establishment of a co- 
relation between retail and wholesale 
values puts the price situation into perhaps 
better position than it had occupied at 
any time since the shrinkage began in 
May, 1920. 

Foreign index numbers of prices show 
that nowhere else has there been so thor- 
ough and complete a readjustment as in 
the United States; and this is true even 
after making further allowance for the 
fact that prices in this country are still 
very “ragged.” The situation is of utmost 
importance to the business world because 
it pow seems that in many lines cautious 
operators may, with a fair degree of con- 
servatism, buy on forward orders to a 
moderate extent without running the dan- 
ger incurred in recent months of severe 
losses due to no fault of their own, but 
merely to changes in the current value of 
stock on the shelves. The situation has 
been reached at an important moment 
when reports from all over the country 
show conclusively that there is a shortage 
of stock in the hands of retailers and of 
many wholesalers, indicating exhaustion 
of accumulations and hence the necessity 
of stocking up much more largely than in 
the past. 


Money Predictions Not Fulfilled 

The constant predictions of ““easy 
money” for a month past have not been 
fulfilled and do not seem likely to be. In 
the same way, assertions that the reduc- 
tion of Federal Reserve Bank discount 
rates would bring a cut in the current 
cost of money at commercial banks, or in 
the open market, have not been verified. 
Federal Reserve Bank portfolios have con- 
tinued to shrink and the total holding of 
bills in the system is today only $1,530,- 
000,000, or barely more than 50% of what 
it was a year ago. 

Notwithstanding the reduction of re- 
discount rates to 5% per cent, there has 
been no upward movement in the amount 
of credit extended, while member banks 
are themselves reducing both their out- 
standing deposits and their portfolios. 
This is the natural result of reduction 
of prices with corresponding lessening of 
the amount of money necessary to carry 
a given stock of goods. It indicates the 
easing of the strain on credit, while the 
early marketing of crops has made the 
autumn call for funds very much less 
strenuous than is usually true. 

In the accompanying graphs the quoted 
figure for time money is shown as 6%, 


and for commercial paper 634%, the very 
slight “shading” that has taken place dur- 
ing the month being due to general con- 
ditions of demand and supply and having 
practically no traceable connection with 
rediscount prospects. 

Current indications for the autumn 
peint to but little change in money 
charges, or, so far as speculation and in- 
vestment are concerned, to comparatively 
small changes in the supply. The gradual 
improvement in both of these fields, with 
corresponding lowering of interest, may, 
of course, be counted upon, but this is a 
long-range matter. As shown by the re- 
cent investigations of Congress into con- 
ditions in the Federal Reserve System, an 
abundant supply of commercial credit is 
available in all parts of the country, while 
the mechanism for the transferring of 
funds from one region to another is in 
satisfactory operation. This, however, 
has, of course, not resulted in enlarging 
the available means of speculative opera- 
tors. Market depression is not due to 
scarcity of funds, as is now well realized, 
but is owing to the indifference of the 
general public. 

Investments at Bottom Level 

It has been evident practically through- 
out the summer that investment values 
were substantially at the bottom level and 
the experience of the month of August 
has agein tended to confirm this view. 
As shown by the graph for the value of 
industrial shares, this index of stock mar- 
ket value has ranged from'a maximum 
averace of 74.66 to a minimum of 66.68 
during the period, and, it would seem, 
may be considered practically at low level. 

In bonds the tendency during recent 
weeks has been slightly upward. As 
shown by the graph for index of cor- 
poration credit, the figure herein cur- 
rently given is 5.41, reflecting the very 
moderate tendency toward improvement in 
security values which has already been 
noted during the past few weeks. Even 
though this index is slightly below the 
returns for the late spring, as it is true 
also of the industrial stock index, the dif- 
ference is not enough to show more than a 
temporary fluctuation, while the tendency 
toward higher levels now noted is thought 
by many to be the beginning of a con- 
tinuous upturn. 

This view is based upon many consid- 
erations, the sold-out condition of the 
market and the apparent ability to resist 
professional selling operations being ex- 
cellent indications that the weak elements 

(Continued on page 649) 
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The Bond Market 


Prices Rule Firm 


Excellent Tone Throughout List—Individual Opportunities Still Exist 


OTHING has developed within the 

last fortnight to shake confidence in 

thé future of: bond prices. There 
have been reactions in occasional indi- 
vidual issties; but of the selected list col- 
lected under the Bond Buyer’s Guide, 
practically no extensive reactions nave 
been recorded and not a few advances 
have taken” place. 

Analyzing the present financial situation 
in its broad, economic aspects, the con- 
clusion seems justified that a reasonable 
degree of encouragement and optimism is 
warranted. In many fields, the progress 
of post-war deflation and liquidation seems 
to have about run its course and the con- 
dition of stabilization, which is the prime 
essential of a good bond market, is being 
approached. 

Among the recent actual developments 
which have taken place and which may 
contribute to a further upswing in bond 
prices, the turn for the better in the prices 
of some commodities may be pointed to as 
of great significance. Following the end- 
ing of the war, it will be remembered that 
grain prices broke precipitately; wheat 
which had been selling very close to three 
dollars a bushel, declined almost without 
interruption until future contracts could 
be engaged in at not much over one dol- 
lar a bushel. Cotton, copper, steel and 
other staple commodities went through a 
corresponding reaction. Following the 
price break, there was a period of mixed 
price movements, which reflected almost 
universally unsettled and uncertain senti- 
ment. In recent weeks, however, a new 
note of confidence has been struck. There 
has been a good rally in cotton; wheat and 
corn, except for occasional reactions, have 
ruled firm; and although there has been 
nothing approaching strength in the 
copper metal market, or even the steel 
market, there has nevertheless been a 
tendency toward firmness which is in 
marked contrast to the former tone. 


Government Bonds 


Almost without exception, the Govern- 
ment Bonds listed under the Bond Buyer’s 
Guide ruled firm during the past fortnight. 
Nothing developed during the two weeks 
to bring into question the opinion hazarded 
here in our last issue, viz., that interna- 
tional relations, both political and indus- 
trial, had assumed a definitely improved 
aspect; and this, in a broad way, is the 
basis of confidence in Government obliga- 
tions. Except for a reaction of some- 
thing over a point in Kingdom of Italy 
6%s, developments in this department 
were without especial feature. Opportuni- 
ties still exist to secure Government issues 
at interest rates ranging from 5.65 to as 
much; #m-an-extreme case, as 8.80%. 
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Reactions in the Railroad Bonds 

Slight reactions occurred in a number 
of the railroad issues listed in the Guide; 
none of them serious enough, however, 
to warrant individual comment. 

In the minds of some observers, it is 
a question whether investors have not 
exaggerated the importance of the pro- 
posed Government relief to the railroads 
and lost sight of the progress being made 
by the railroads themselves. With only 
a slight increase in freight traffic to work 
upon, the roads have managed to score a 
substantial increase in net earnings; indi- 
cating, as so frequently said here before, 
that the effort to earn through econo- 
mizing is bringing good results; and this 
development is more basically important 
than any project to rearrange railroad 
government intercredits could possibly be. 

The South Western Division Ist mort- 
gage 3%s of the Baltimore & Ohio Rail- 
road continued the most volatile feature of 
the Gilt Edge group, the last price before 
going to press being 814—or a fractional 
concession from that listed in our last 
issue. These bonds mature in 1925. The 
brief period they have to run is about 
the only objection offered to them as a 
high grade investment medium. They are 
secure in respect of the road’s earning 
power; and they offer unusually high in- 
come return. 


Public Utilities Firm 
Public Utility bonds ruled firm to strong 
in spots. Investors might do well to in- 
vestigate the issues available in this de- 
partment. The Public Utilities, in many 
individual cases, are showing, in the form 
of actual earnings, proof of an enlarged 
and growing earning power; and the bet- 
ter type of utility security is undoubtedly 

a sound investment at this time. 


Cuba Cane 7% Debentures 


Cuba Cane convertible 7% debentures 
have easily been the feature of the in- 
dustrial bond list on the New York Stock 
Exchange. Very sharp dips have been 
followed by equally sharp rallies with the 
whole movement extremely confused, re- 
flecting the uncertain feeling regarding 
the sugar industry, in general, and the 
outlook for this company, in particular. 

Despite some sharp rallies, the bonds 
are now selling about 10 points under 
the highest price a month ago when they 
sold at about 66, and about 30 points 
under the highest for the year. The de- 
cline in this issue has been paralleled by 
an equally sharp decline in the price of 
both the preferred and common stock 
issues of the company. 

The recent break in Cuba Cane deben- 
tures is attributable to the new financ- 


ing which is being negotiated by the com- 
pany in conjunction with certain bank- 
ing: interests. It is reported that the 
amount required by Cuba Cane is approxi- 
mately $10,000,000, of which over 
$6,000,000 has. already been subscribed by 
the interested bankers. Probably the 
balance will also be forthcoming. This 
financing will take the form of a revolv- 
ing loan secured by the company’s sugar 
stocks. The loan will margin the com- 
pany’s sugar down to 2 cents a pound. 

Inasmuch as raw sugar is now quoted 
at about 3.25 cents, marking a decline 
from last year’s figures of over 20 cents, 
it will be appreciated that this commodity 
is not likely to show much of a market 
decline from this figure. In any case, it 
is highly improbable that sugar will get 
down to 2 cents a pound so that the 
company is probably in a good position 
with regard to this financing. The pur- 
pose of the loan is to provide the com- 
pany with credit sufficient to tide it over 
while it is in process of selling this year’s 
crop. As the sugar is liquidated, the 
loans will be paid off. 

The outlook for the bonds, of course, 
is strictly dependent on the success which 
the company has with regard to dispos- 
ing of its raw sugar stocks. From present 
indications, it does not appear that the 
success will be an unqualified one. There 
are enormous quantities of sugar in vari- 
ous parts of the world and the Cuban 
crop has hardly begun to move. How- 
ever, economic conditions will have a 
great part to play and if conditions should 
improve sufficiently in the next few 
months no doubt there will be an increase 
in the consumption of sugar which 
naturally would help this company as well 
as other producers. 

In any case, however, the company 
seems to be in a position to take a heavy 
loss if it should be compelled to. It is 
in a comparatively comfortable financial 
position on account of the new financing 
and talk of receivership for this company 
which is heard so often seems to be un- 
warranted. 

The bonds are in our opinion selling 
too low, even conceding the unfavorable 
Position of the sugar industry and the new 
financing of the company. The company 
has sufficient resources to keep paying in- 
terest on these bonds until conditions im- 
prove sufficiently with the industry to be 
able to take care of interest requirements 
from earnings. 


American S. & R. 5s 


American Smelting & Refining 5s, 1947, 
which advanced a little over 2 points dur- 
ing the first half of August, to around 
79, have lost this advance by again declin- 
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ing to around 77. It should be observed 
that this recession is due undoubtedly to 
the recent decline in the copper shares 
which reflected the sentiment towards 
c pper securities in general which followed 
the publication of the second quarter re- 
ports of the coppers. 

Most of the big copper companies are 

ut down, and this naturally affects the 

erations of the leading representative of 

e Copper Smelting industry. In view of 

e large supplies of unsold copper, per- 

ips amounting to 800,000,000 Ibs. and the 
fact that current consumption of the metal 

little more than keeping pace with cur- 
rent production, due to lack of buying 
wer from both domestic and European 
nsumers, it has become apparent that 
the recovery of the copper industry is 
ing postponed from month to month, 

d may not begin to show a firm tena- 

cy towards recovery for more than a 

ar to come. With this fundamental con- 

tien in view, followed by the unfavorable 
uarterly reports of the Porphyry Cop- 

ers, showing substantial losses during a 

riod of curtailed months and relative 
iactivity, it is‘ no wonder that holders 

copper shares have become tired of 
aiting, and in many cases have decided 
dispose of their holdings until such 
imes as the market shall begin to dis- 
count the recovery which has been antic- 
pated from month to month, but which 
as apparently been indefinitely postponed. 

The 5% bonds, outstanding to the 
rmount of $31,553,200, as secured by a first 
ien on the entire property of the com- 
any, and by pledge of stocks of sub- 
sidiary companies, including the entire 
‘ommon stock of the American Smelters 
Securities Company. And they are also 
to be secured by deposit of shares “B” 
oreferred stock of the Securities Com- 
any, and on any additional property. The 
total funded debt of this company amounts 
to $32,574,700. The $50,000,000 of 7% 
cumulative preferred stock of the com- 
pany is receiving its regular quarterly 
lividend which has been paid regularly 
for the past 15 years. 

Although some of the company’s 
smelters are operating at less than 25% 
capacity and many of them are closed 
lown, little encouragement is to be found 
in the fact that the company’s Mexican 
Smelters are gradually resuming opera- 
tions, although on a gteatly reduced scale, 
However, in spite of the fact that the 
company is not at the mercy of any one 
of the important metals, it must be ad- 
mitted that mining is so dull generally 
that a very substantial improvement will 
have to take place before a company will 
have any opportunity to recover its pride 
so far as normal earnings are concerned. 

The dividend on the common stock was 
passed in May, 1921, and it must be ad- 
mitted that the prominence of the pre- 
ferred dividend is not to be counted upon 
definitely wnder present conditions in the 
metal industry. Nevertheless, we believe 
that the 5% bonds are safe and well se- 
cured, and the holders thereof should 
not be worried regarding the ultimate 
value of the security, provided they are 
willing to see it decline slightly over a 
temporary period due entirely to senti- 
ment reflecting the present unfavorable 
conditions in the smelting industry. 

Continued on page 662) 
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BOND BUYERS’ GUIDE 


BETTER GRADE. 


City of Christiania, 8s, 1945 
Danish Municipal, 58. K., 8s, 1946 
MORE SPECULATIVE. 


Kingdom of Italy, @%s, 1925 
Republic of Chile, 8s, 1941 
Sao Paulo, &s, 1936 
U. S&S. of Brazil, és, 
Railroads. GILT EDGE. 
Balt, & Ohio 5S. W. Div. Ist Mtg. 3%, 
Delaware & Hudson Ist & Ref. 4s, 1943 
Southern Pacific Ist Ref. 4s, 1955 
Chic., Burl. & Quincy Genl. Mtg. 4s, 1958 
Union Pacific Ist Mtg. & L. G. 4s, 1947 
New York Central Genl. Mtg. 3%%s, 1997 
Ches. & Ohio Genl. Mtg. 4%s, 1992 
Atlantic Coast Line Ist Mtg. 
Pennsylvania Genl. Mtg. 4'%s, 
West Shore Ist Mtg. 4s, 2361 
rete Ss Wastes Geen Gi, BOGS. 2c ccvccccccccccceccccccesecececees 
Central R. RB. of N. J. Genl. Mtg. 5s, 1987 : : 


MN MieERs MIs GATED. occ ccc on 6essocccécecavssdodedcess ae eh 


Chicago, R. I. & Pa. (a) Gen. 4s, 1988 
Industrials. 
Armour & Co. (a) R. E. 4%s, 1939 
General Electric (b) Dob. Ga, 10GB ... 2... cc cccccccccecccccccccessces 
International Paper (a) 5s, 
Bethlehem Steel (c) Ref. 5s, 
Indiana Steel (a) 5s, 1952 
Liggett & Myers (aa) Deb. Es, 
National Tube (a) 5s, 1952 ... 
Corn Products (a) 5s, 1934 
U. S&S. Steel (a) 5s, 1963 
Baldwin Loco. (a) 5s, 1940 
Public Utilities. 
Amer. Tel. & Tel. (c) 5s, 
Duquesne Light (b) €s, 1949 
Pac. Tel. & Tel. (a) 5s, 1987 
N. ¥. Telephone (b) 4%s, 1939 
Montana Power (c) 5s, 1943 
Cal. Gas & Electric (a) 5s, 1987 
Western Union Tel. (a2) 4%s, 1950 
N.Y. G., E. L., H. & P. (a) 5s, 1948 


Railroads. MIDDLE GRADE. 
Tilinois Central Col. Trust 4s, 1952 
Southern Pacific Col. Trust 4s, 
Balt. & Ohio Ist Mtg. 4s, 1948 
Norfolk & Western Conv. €s, 1929 
Atchison Conv. 4s, 1960 
Col. & Southern (c) Ref. Mtg. 4%s, 1935 
St. Louis, San Franc. Priv. Lien 4s, 1850 
Cleve., Cinn., Chic, & > R Deb, 4%s, 1981 
Ches. & Ohio Conv, 5s, 1 
Pere 1 7~ Ist Mtg. 
Kansas City Southern Ist ry 4 1950 
Pennsylvania Genl, Mtg. 5s, 1968 
St. Louis Southwestern Ist Mtg. 4s, 
Term, R. R. Assoc. of St. L. (c) My 
Industrials. 
Wilson & Co. (a) Ist @s, 1941 
Comp. Tab. & Recording (b) Gs, 1941 


Int. 


du Pont de Nemours (c) 7s, 1931 
Lackawanna Steel (c) 5s, 1950 
Bush Terminal Bldg. (a) 5s, 1960 
U. 8. Rubber (c) 5s, 1947 
Amer. Smelting & Refining (c) 5s, 1947 
Goodyear Tire (c) 8s, 1941 

Public Utilities. 
Detroit Edison (c) Ref, 5s, 1940 
Brooklyn Union Gas (a) 5s, 1945 
Northern States Power (b) 5s, 1941 
Brooklyn Edison (c) 5s, 1949 
Utah Power & Light (a) 5s, 1944 
Cumberland Tel. & Tel. (b) 5s, 1937 


Railroads. 
Western Maryland Ist Mtg. 4s, 1952 
Iowa Central Ref. Mtg. 4s, 1951 
St. Louis Southwestern Cons. Mtg. 4s 
St. Louis San Francisco Adj. 
Southern Railway Genl. —~_ 4s, 
Missouri Pacific Genl. Mtg. 4s 
Carolina, Clinch. & Ohio Ist Mtg. 5s, 1938 
Minneapolis & St. Louis Cons. Mtg. 5s, 1934 
Denver & Rio Grande Ist Ref, 5s, 1955 
Industrials. 
American Writing Paper (a) 7s, 1939 
Chile Copper (b) @s, 1982 


American Cotton Oil (a) 5s, 
Cuba Cane Sugar (c) 7s, 1930 
Public Utilities. 
Hudson & Manhattan (c) Rfdg. 5s, 1957 . 
Intr. Rapid Transit (a) 5s, 1966 
Third Avenue (b) ~y 
blic Service 
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Western Union Telegraph Co. 





Western Union’s Bond Issue 


N reviewing new financing during the 
past two weeks, the $15,000,000 15-year 
644% gold bonds issued by the West- 
ern Union stands out as one of the most 
attractive bond issues. That it was warmly 
received by investors is evidenced by the 
very fact that the morning of the day the 
offering was made public, subscription 
books were as a matter of formality, 
opened and closed. : 
A Little History 

This new piece of financing by Western 
Union was not generally expected. This 
is the first time since 1907 that the com- 
pany has come to the money market for 
additional funds. The company has out- 
standing $99,786,727 par value of stock, 
having a present market value of ap- 
proximately $80,000,000. For the six 
months ended June 30, 1921, net income 
after charges and federal taxes of $4,067,- 
500 equal to $4.07 a share on the capital 
stock compared with $7,067,614 or $7.08 
a share in the corresponding period of 
1920. Since 1874 dividends have been paid 
uninterruptedly on the stock and from 
1917 at the rate of 7%. 

While the statement above shows that 
the semi-annual dividend charges of $3.50 
were earned on the stock, to the timid 
shareholders this appears rather too close 
for comfort. It might be well to recall 
that for similar periods Western Union 
has always shown small revenues. How- 
ever, the last six months of each year has 
heretofore always seen a decided improve- 
ment. 

The general business depression has of 
course also affected the company, but 
judging. from past experiences dating back 
to 1851, Western Union has always been 
well able to take care of itself in depres- 
sions. This is further borne out by the 
fact that the statement shows important 
reductions in expenses. A deduction of 
$38,469,075 for the first six months of this 
year against $43,939,126 for the first half 
of 1920, which is a decrease of $5,470,051. 


Details of New Issue 


The funded debt of the Western Union 
Telegraph Company and of its subsidiary 
companies, including this new issue of 
6%4% bonds, amounts to $46,994,000. The 
company has embarked on an important 
cable expansion program, particularly in 
South America, and naturally this neces- 
sitates considerable cash. Together with 
this expansion, considerable expenditures 
have been made on account of extensions, 
additions and improvements to its plant 
and equipment and to provide for further 
extensions, additions and improvements. 
Therefore, the company through its bank- 
ers borrowed $15,000,000 to reimburse its 
treasury, issuing gold bonds bearing 614% 
interest and falling due August 1, 1936. 
The interest is payable semi-annually on 
February 1 and August 1. The bonds are 
in coupon form in denominations of $1,000 


Is It a Good Investment? 
By H. FRANKLIN MOREY 


and $500 each, with the privilege of regis- 
tration as to principal; and further ex- 
changeable for bonds registered as to both 
principal and interest which in turn may 
be exchanged for coupon bonds. 

The bonds were offered at 99% and ac- 
crued interest payable against delivery of 
temporary bonds deliverable if, when and 
as issued. At this price the bonds yield 
over 6.60% on the investment if held to 
maturity. The bonds have been listed on 
the New York Stock Exchange the same 
day the public offering was made on a 
“when issued” basis. Considerable activ- 
ity has been displayed. They have not sold 
a fraction under the issue price but have 
been fluctuating between 99% to 993%. 

Quoting from a letter written by Mr. 
Newcomb Carlton, president of the West- 
ern Union Telegraph Company, dated Au- 
gust 10, 1921: “The fifteen-year 614% 
gold bonds are to be issued under an in- 
denture made by the company to the 
Chase National Bank of New York as 
trustee which, among other things will 
provide that, while any of the bonds of 
this issue are outstanding, the company 


or about eleven times such interest for the 
same period, which amounted to $1,331,- 
850. For the first six months of this year, 
even though a general business depression 
was prevalent, the net income applicable 
to bond interest amounted to $4,867,543, 
while the bond interest for this period 
totaled $665,925. This is more than seven 
times interest requirements. Going back 
a period of four years to show that in- 
terest requirements have been more than 
amply met, we find that with the period 
ending December 31, 1920, the net incom: 
of the company applicable to interest 
charges averaged $14,252,238, or more than 
ten and one-half times the interest charges 
during the same period. 


Book Values 


On January 1, 1921, the book value of 
plant equipment and real estate was $185,- 
001,331 against $146,915,482 at the end of 
1915, which shows that approximately 
$40,000,000 has been put into plant during 
the last five years. Of this amount there 
was $13,385,223 placed in new investment 
in 1920 alone. It must be remembered 








Western Union Telegraph Co., 
Collateral Tr. Currency 
Western Union Telegraph Co., 
Funding & Real Estate 
Western Union Telegraph Co., 

15-Year Gold Bond 


Mutual Union Telegraph Co., 
Ist Mtge. Extd. 

Northwestern Telegraph Co., 
[st Mtge. Funding 


Consolidated funded debt 





FUNDED DEBT OF WESTERN UNION TELEGRAPH CO. AND 
SUBSIDIARIES 


Rate 


GUARANTEED BONDS OF SUBSIDIARY COMPANIES 


4%% 


Total bonds guaranteed by Western Union Telegraph Co 
Total funded debt of Western Union Telegraph Co 


Amount 
Outstanding 


$18,637,000 
20,000,000 
15,000,000 


Due 
Jan, 1, 1938 
May 1, 1950 

19386 


Dated 
Jan, 1, 1888 
May 1, 1900 
When issued 


$43,637,000 


May 1, 1881 
Jan. 1, 1904 


May 1, 1931 $1,857,000 


Jan. 1, 1984 ‘1,500,000 

















shall not create any new mortgage (other 
than purchase money mortgages) or 
charge upon all or any part of its real 
estate or telegraph plants, or upon the 
securities of subsidiary companies held by 
it, unless the bonds of the present issue 
shall be secured by such mortgage or 
charge ratably with any other indebted- 
ness secured thereby, and that any such 
mortgage or charge shall expressly so 
provide. The bonds will not be redeem- 
able before maturity.” 


Interest Charges 


The net income of the Western Union 
Telegraph Company, after charging taxes 
and before payment of interest on West- 
ern Union bonds for the year ended De- 
cember 31, 1920, amounted to $14,634,972, 


that all this was done without adding to 
capitalization. It was financed partly out 
of earnings, partly out of selling mar- 
ketable securities and some drawing down 
of working capital. In 1920 it was nec- 
essary to dispose of $10,063,552 of market- 
able securities to take care of expansion 
in cables and land lines, leaving $6,554,134 
of such securities on hand on Decem- 
ber 31. 

With the higher revenues expected in 
the fall and winter, together with the 
current economical and efficient operation, 
the company is expected to show a com- 
fortable surplus for the year. In the 
writer’s opinion an investment in these 
Western Union 6%%s at the present market 
price can be made by the most conserva- 
tive investor. 
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New Financing Small 






Western Union’s Bonds Most Attractive New Issue 


URING the two weeks covered by 
this review new financing has been 
in comparatively small volume, but 
has embraced numerous issues, particu- 
larly in the government and municipal 
feld. There were: four fair sized issues 
in this group, viz., San Francisco 4%s, 
Philippine 5%s, Uruguay 8s and South 
Dakota 6s. All of these issues were well 
received and were soon absorbed by in- 
vestors. Municipal issues have been in 
great demand recently, owing to their tax 
exempt features, and many municipalities 
have taken advantage of this situation to 
place large blocks of bonds 
Among industrials the only outstand- 
ing feature was the Western Union 64% 
issue. This issue returned a compara- 
tively low yield, but was readily sold due 
to the high credit of the issuing company. 
Utility companies were somewhat active 
in new financing but there were no sizable 


outstanding stock. This stock has been 
receiving dividends uninterruptedly since 
1874 and since 1917 tie rate on the same 
has been 7%. For the five years ended 
December 31, 1920, net income applicable 
to interest charges averaged more than 
10% times the requirements. The bonds 
are high grade in all respects and en- 
titled to a high investment rating. 


Philippine Government 514s, Due 1941 


This issue was also quickly absorbed, 
the attractiveness lying largely in the tax 
exemption feature. Yielding 554% and 
being exempt from federal income tax 
and from state and municipal taxes, the 
bonds naturally appealed to wealthy in- 
vestors. The issue and sale of bonds 
was authorized explicitly by the National 
Power and while in the strict and legal 
sense the faith of the United States is 


sound and stable. Uruguay ranks fourth 
among South American countries in the 
value of its foreign commerce, following 
Argentina, Brazil and Chile. The bonds 
are protected by a sinking fund sufficient 
to redeem the entire issue at or before 
maturity. They will, no doubt, take their 
place among other foreign government is- 
sues as popular trading mediums. 


City of San Francisco Water 44s 


These bonds are legal investments for 
savings banks and trust funds in New 
York, Massachusetts, Connecticut and 
other Eastern States and are exempt from 
ali federal income taxes. There are $13,- 
306,000 of them outstanding, the offering 
price being on a 5.40% basis. The ma- 
turities range from 1945 to 1964. The 
city of San Francisco has always enjoyed 
a good credit and its bonds rank high 

among other muni- 


























issucs. Railrvads r 
did no financing but cipal issues, They 
it is expected that = met with a rearly 
during September CURRENT FINANCING response from in- 
and October several GOVERNMENT, STATE, MUNICIPAL. vestors. 
prominent railroads Issue Maturity Offering Price Yield West P P 
will be in the mar- $18,806,000 City of San Francisco ..............+. 4%s, 1945 to 64 To Yield 5.40% enm Power 
ket for funds. 10,000,000 Philippine Government .........-+..+. 5%s, 1941 98% 5.62 7s, Due 1946 
. 7,500,000 Republic of Uruguay ..............+5+ 8s, 1946 98% 8.20 
Details of some 6,000,000 State of South Dakota ............... és, 1941 102.95 5.75 These $3,000,000 
of the more impor- 8,000,000 Province of Saskatchewan ............ €s, 1927 92.87 7.50 yews 
‘ 2,850,000 City of Columbus, 0.........++.++54+: €s, 1928 to 46 To Yield 5.75 to 5.50 bonds are secured 
tant issues brought 2,000,000 City of Detroit .............ceeceecees 5s, 1944 to 46 To Fie 5.80 by a first mortgage 
out in the past fort- 1,500,000 Mercer County ..........:sseeeeeeeee 5%s, 1924 to 50 To Yield 5.25 Ss tie ee 
ight follow: 1,000,000 Province of British Columbia ......... és, 1926 94 7.50 on all the physica 
nigat follow : 808,000 City of Norfolk, Va..............s000: és, 1922 100 6.00 property, rights and 
657,000 City of Youngstown .........-sssesees 6s, 1924 to 49 To Yield 5.90 to 5.40 fr hi 
Western Unien . anchises now 
INDUSTRIAL. owned by the 
6%s, Due 1936 15,000,000 Western Union .....-.......0sseeseees 6%, 1996 99 6.60 company, the > 
, 1,500,000 International Cement .............++++ 8s, 1926 99 8.25 . d 
This issue of placement value of 
bonds was excep- on Wen Ben B FUSLIO erry 00% — which is largely in 
. ‘ 3,000,000 est Penn Power .........sseseeeeees 8, A 
tionally weil  re- 2,500,000 Consol. Gas, El, Lt, & Pow. Balt, 8% - le pose of a 
ceived by investors. BE PRED dnncsocnaccecosees pecuees Y mortgage onds. 
NN tics naesadttdnvedd mbes 7%s, 1981 98} 7.75 
The demand for the Tg01.000 Utah Light & Moaiien scacccecccsoses bs” 1994 sot 8.00 For the twelve 
bonds was so heavy 600,000 San Diego & Ariz, Ry........+....+0+. 6%s, 1936 99 6.60 months ended June 
that the issue was i er ae 2%) last net earnings 
more than _ three ainounted to $3,240,- 
times oversubscribed ; 000 as compared 
by noon of the offering day. The recep- not pledged as a guaranty for the payment with annual interest requirements on the 
first mortgage bonds of $1,164,000. The 


tion accorded this issue clearly indicates 
that investors have funds available for 
placement provided the right bonds come 
along. An attractive feature of the 
bonds, and one wiiich no doubt appealed 
strongly to investors, is the non-callable 
feature. The bonds will not be redeem- 
able before maturity cand they thus afford 
the purchasers the opportunity to derive a 
fairly high yield over a period of fifteen 
years, 

The bonds were sold to reimburse the 
company for expenditures made on ac- 
count of extensions, additions, and im- 
provements to its plant and equipment 
and to provide funds for further expan- 
sion. They are outstanding in the amount 
of $15,000,000, and their issuance brings 
the funded debt of the Western Union 
and its subsidiaries up to about $47,000,- 
000. The bonds are not secured by a 
mortgage but are a direct obligation of 
the company and are well protected as 
regards the issuance of further bonds. 
They have an equity behind them of ap- 
proximately $80,000,000 represented by 
the present market value of the company’s 
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‘negotiated under the 


of the loan, the cntire transaction was 
auspices of the 
United States and by its recognition and 
aid. There is no doubt, therefore, but 
that the National Power will take the 
necessary steps to protect the purchasers 
of these securities. A yield of over 54% 
on a tax exempt bond of this type is ex- 
ceptional, even during these times of 
high interest rates, and it seems highly 
improbable that the bonds will stay below 
par for long. They are not redeemab:e 
tefore maturity. 


Republic of Uruguay 8s, Due 1946 


These bonds mature in twenty-five 
years, but are non-callable for ten years 
and then only at 105. They are outstand- 
ing to the extent of $7,500,000 and were 
offered on a basis to yield 8.20% if held 
to maturity. The bonds are the direct 
obligation of the Republic of Uruguay, 
whose credit and good faith are pledged 
for the prompt payment of principal and 
interest. The Uruguay government has 
been for many years very careful to main- 
tain its credit and to keep its currency 


West Penn Power Company operates in 
a prosperous community and serves a pop- 
ulation of 500,000. It has developed a 
satisfactory earning power and its bonds 
have always been well regarded. 

At the offering price of 98%, the bonds 
yield 7.15%, which may be considered a 
very satisfactory return. 


United Fuel Gas 744s, Due 1931 


These bonds are a direct obligation of 
the company and are secured by 150% 
in face value of lst mortgage 6% twenty- 
year sinking fund bonds. The properties 
upon which the first mortgage bonds are 
secured have a book value in excess of 
$69,000,000. The total funded debt now 
outstanding amounts to less than $12,500,- 
000. Net earnings for the year ended 
April 30, last were equal to over 7 times 
all interest charges. 

The United Fuel Co. is engaged in the 
production, wholesaling and distribution 
of gas, oil and gasoline and its products 
are distributed in a prosperous commun- 

(Continued on page 650) 
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Utilities 
- - Utilities Strengthening | 


Numerous Constructive Developments Help Sentiment 


HILE the market for public utility 
securities, generally, has been 
rather a quiet affair in the past 

fortnight, it is noticeable that securities 
of gas, electric and traction companies 
have, on the whole,. maintained a much 
firmer tone. This is a great. deal more 
than can be said for other classes of se- 
curities, notably many of the industrials, 
and is in striking contrast with the gen- 
eral reactionary tendency of securities. 


An Important Development 


One of the most important of the recent 
developments in the utility field is the ef- 
fect on the Cities Service issues which 
has resulted from the reentry to owner- 
ship of stocks in that company by the big 
group of English investors headed by 
Sperling & Co., Ltd., of London. 

Prior to the announcement that the Eng- 
lish interests had decided to replace to a 
large extent their Cities Service holdings, 
liquidated by the British Government dur- 
ing the war, Cities Service stocks had 
been drifting rather aimlessly, following 
the change in dividend policy from a cash 
to a scrip basis. 

Not only was sentiment improved on 
Cities Service stocks, as a result of: the 
new negotiations, but all utilities benefited 
more or less from this transaction, repre- 
senting as it did the reentry of big foreign 
investors into one of the largest units in 
the utility field. Cities Service common 
stock came up from around $100 a 
share to a few points above $120 and now 
appears to have found a level between 
$115 and $120 a share. The other Cities 
Service issues, of course, have benefited 
to a similar degree as the “big” common 
stock. 

There is no denying that Cities Service 
is a tremendous big organization and, aside 
from its big utility holdings, is one of the 
most important producers of light oil in 
the United States through its subsidiary, 
the Empire Oil & Gas Co. This latter 
organization has about as nice a produc- 
tion of oil as can be found in the mid- 
continent section. Officials of the company 
are greatly encouraged by the manner in 
which they are able to bring about re- 
ductions in operating expenses in the oil 
department and it should not be any great 
length of time before the company is able 
to show a profit on $1 crude oil. 

As to the utility units of the Cities Ser- 
vice organizations, the same experiences 
are being met there as with other utility 
companies. Operating costs are being re- 
duced constantly with a consequent bet- 
terment in profits. It is safe to say that, 
in the aggregate, the utility companies of 
the Cities Service Co. are making money 
and that recently reported decreases are 
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entirely due to the lower amount of money 
being received from the sale of crude oil 
by the subsidiaries in that department. 


Republic Railway & Light’s Affairs 


Perhaps one of the most concrete illus- 
trations of the manner in which utility 
companies are able to lower their operat- 
ing expenses is found in the July earnings 
statement recently issued by the Republic 
Railway & Light Co. A large part of this 


about $46,000 over the previous July’s 
showing. 

This is certainly a good commentary on 
the entire utility situation, indicating that 
even in the face of poor business the or- 
ganization is sufficiently flexible to bring 
operating expenses down to a point where 
they result in larger profits. 


Market Street Rwy. Bonds Active 
A street railway bond which is attract- 








Adirondack Power & Lt. com 
Adirondack Power & Lt. pf 

American Gas & Elec. com, ($50 par) 
American Gas & Elec. pfd. ($50 par) 
American Light & Traction com 
American Light & Traction pfd 
American 

American Power & Light pfd 

American Public Utilities com 
American Public Utilities pfd 
American Water Works & Elec, com 
American Water Works & Elec, pt. pfd... 
American Water Works & Elec, Ist pfd 
Carolina Power & Light 

Central States Electric com 

Central States Electric pfd 


Cities Service com. 


Cities Service pfd. 
Cities Service pfd. 
Cities Service Bankers’ 
Colorado Power com, 
Colorado Power pfd, 


Commonwealth Pr. Ry. & Lt. pfd 
Duquesne Light pfd. 

Elec, Bond & Share pf 

Federal Light & Traction com 
Federal Light & Traction pfd 
Middle West Utilities com 


Nor. Ont Light & Power pfd 
Northern States Pr, com 
Northern States Pr, pfd 
Pacific Gas & Elect. pfd 

P. Ser. No. Il. 

P. Ser. No. Ill. pfd 
Republic Ry. & Lt. 

——— Ry. & 


Tenn, Ry. Light & Power com 
Tenn. Ry. Light & Power pfd 
United Light & Railways com 
United Light & Railways pfd 
Western Power com 

Western Power pfd, 

Wisconsin Edison 


TBased on current payments. 
***Ex-dividend. 
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organization’s business arises from steel 
and allied plants, its lines being located in 
the steel district. Because of this gross 
income for July showed a decrease of 
$184,373 from July of the previous year. 
But operating expenses, on the other hand, 
were cut down by $221,000, approximately 
34%, which resulted in net income for the 
month being $158,030, an actual gain of 


ing not a little interest is the Market 
Street Railway 5s, which have been list- 
ed on the New York Stock Exchange and 
sell around 70. 

This bond Tepresents part of the re- 
organized United Railways of San Fran- 
cisco, Eekch was iy of the United Rail- 
ways investment Co. There are $10,004,- 
000 of these bonds outstanding s they 
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are due September 1, 1924, so that at their 
recent selling level of around 70 they 
represent a-yield of about 18% if held to 
maturity, 

These bonds are secured by a first mort- 
gage on the company’s property and lines 
ii the city and county of San Francisco 
and in San Mateo County, Cal., aggre- 
eating approximately 198 miles, as well as 
a second mortgage upon approximately 72 
miles of lines in these counties. A feature 
of the position of these bonds is found in 
tne fact that the reorganization just re- 
ently accomplished resulted in a marking 
own of property account of the company 
from nearly $81,000,000 to less than $47,- 
(00,000. 

Earnings on these bonds can only be 
estimated for the present from the show- 
ing made during the first two months of 
operation following reorganization of the 
system, April and May of this year. In 
that period net income was sufficient to 
pay the pro-rata share of interest charges 
as well as set aside estimated taxes of 
$100,000 and still leave a balance of $178,- 
416 available for dividends on the pre- 
ferred stocks. This was at an annual rate 
»f $1,200,000 of earnings remaining after 
taking care of taxes and interest charges, 
1 surplus equal to nearly two and one- 
half times interest charges on the 5% 
bonds. 


Philadelphia’s Tractions 


Beneficial effect of the increased fare 
received some months ago by the Phila- 
delphia Rapid Transit Co, is very much 
in evidence in the statement of earnings 
issued by the company to cover operations 
for the month of July and the first seven 
months of the current year to July 31. 
For the month itself the company was 
able to cut down a deficit of more than 
$231,000, in July, 1920, to a deficit of 
$9,036 for July of this year. 

An even better demonstration was made 
in the seven-month period when operating 
revenues of $24,894,626, a gain of $3,133,- 
206 over the same period of 1920, were 
returned. There was an increase of 
$2,221,301 in operating expenses and taxes, 
but income showed an improvement of 
$922,905 and net profits a gain of $873,597. 
It is particularly significant that the com- 
pany’s fixed charges showed but a slight 
gain, $18,736, in the seven months over 
the same period of 1920. 

During the year ended December 31, 
1920, the P. R. T. failed to earn a 5% 
return on its capital investment by 
$1,117,934. In the seven-month period the 
company was able to earn more than the 
5% return, net profits having been $1,007,- 
371 against a 5% return of $875,000 for 
that period. Thus, it was able to reduce 
to $985,562 the deficit for the eighteen 
months to July 31, last. 

A Speculative Opportunity 

For those with a speculative turn of 
mind, many bond men are favorably in- 
clined to Third Avenue adjustment mort- 
gage income 5% bonds, due 1960. True, 
no interest has been paid on this issue since 
October 1, 1917, and there is now accu- 
mulated interest of 20%. 

The better feeling on this issue is the 
result of the general reduction in operat- 
ing expenses which is being put into effect 
by utilities all over the country. Wage 
cuts have already been made by numerous 
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of the New York City traction companies 
which will have a salutary effect in low- 
ering expenses. The June report of the 
Third Avenue Railway showed improve- 
ment, the report indicating that the deficit 
for the month was but $43,506, but this 
figure was after charging out full interest 
on this adjustment 5% issue, even though 
it was not paid. 

A real sign of the improvement in utility 
conditions is seen in the recent raising 
of the preferred dividend of the Puget 
Sound Power & Light.Co. from the for- 
mer $3 basis to the $6 basis called for 
by the designation of the stock. This 
company is now more than earning the 
full $6 dividend on the preferred and, as 
well, has removed all its short term in- 
debtedness and the greater part of its 
floating debt through the sale, some 
months ago, of an issue of $13,734,000 
7%2% bonds. The company handles the 
electric light and power business in Ta- 
coma, Seattle, Everett and other cities in 
the Puget Sound district as well as part 
of the electric railway business in that 
district. It has five hydro-electric sta- 
tions with 109,000 H. P. combined capacity 
and five reserve steam plants. 


North American Readjustment 


An important step in the utility field is 
the capital readjustment of the North 
American Co. by which the management 
expects to put its new common stock on 
such a strong investment dividend paying 
basis that future requirements of the sub- 
sidiaries of this big holding company will 
be met through the sale of the common 
stock to investors. 

Under this plan the North American 
Co., which has no funded debt, will have 
authorized 600,000 shares of 6% cumula- 
tive preferred and a like amount of com- 
mon stock, both having $50 par value. 
The present 297,930 shares of $100 par 


capital stock is to be exchanged on the 
basis of one share of new preferred and 
one share of new common for one share 
of present stock. By this method the 
company will not have outstanding, in par 
value, any more stock than at the present 
time, 

With the announcement of the plan, the 
management stated that in the first six 
months of this year earnings before de- 
preciation and dividends were $3,169,404 
and that after dividends on the new pre- 
ferred for the period, $446,899, there re- 
mained a balance of $2,722,504 for the 
common shares. 

At the present time the North Ameri- 
can Co.’s capital stock receives $5 a share 
in dividends annually. The company is 
one of the most important in the utility 
field, its two principal holdings being in 
the Detroit Edison Co. and the Wisconsin 
Edison Co. 


General Outlook Improving 


Further and important wage cuts have 
taken place in recent weeks. The North- 
ern Ohio Traction & Light Co.’s em- 
ployees are to be reduced 17 cents an hour 
as a result of a decision announced by 
a board of arbitration. A rather peculiar 
side of this situation was that the com- 
pany wanted the reduction to be 15 cents 
while the men stood out for 5 cents an 
hour reduction. Both sides agreed to 
stand by the findings of a board of arbi- 
tration which were two cents above what 
the company offered. Another important 
wage cut was made by the New York 
Railways Co., which reduced wages 10%, 
affecting 2,500 men. The proposition of 
the company was put to a vote and 92% 
of the men voted for the cut in wages. 

These two instances are but further 
signs of the trend of the times which can- 
not but be of great benefit to the public 
utility companies in the long run. 





That Coal 


HE number of letters recently re- 
ceived from readers regarding the 
coal situation is taken to indicate general 
interest in coal production and coal prices. 
Therefore the following extracts from a 
speech of Senator James A. Reed (Mo.) 
in the Senate is offered for consideration: 
Mr. Reed was considering the question, 
“What are the causes of coal shortages 
and accompanying high prices?” 

“The answer to the question demands 
a brief review of coal history. It is the 
undisputed evidence of the Government’s 
own experts that there never was a short- 
age of. bituminous coal in the United 
States until the European war broke out; 
that up to that time coal was delivered at 
the mouths of the mines at very low prices. 
Indeed, these prices were so low that the 
chief of the Geological Survey, a Gov- 
ernment witness, testified that prior to 
the war he had been an advocate of Gov- 
ernment control, not for the purpose of 
lowering prices but for the purpose of 
raising and stabilizing prices. 


What Caused Shortage After the War? 


“The answer. is found in the testimony 
of substantially all of the witnesses. 
First there came an increased demand 


Shortage 


due to the great 
manufacturing, industry, and transporta- 


for coal, activity in 
tion. But all of the credible witnesses 
declared that the capacity of the mines, 
including labor, was sufficient to have 
more than met the increased demand. We 
must, therefore, seek elsewhere for the 
cause of the coal shortage. 

“The cause is found in the fact that 
‘there was not available a sufficient sup- 
ply of cars to receive and haul the coal 
from the mines to the points of consump- 
tion.’ 

“The outbreak of the European war 
affected our entire economic situation. 
Immense orders were placed for all kinds 
of American products. This threw upon 
the railroads an unprecedented burden. 
There was an insistent demand for cars 
and engines to take care of the magnified 
volume of traffic. The main lines and 
sidetracks of the railroads were insuf- 
ficient. Congestion resulted, which tied 
up tens of thousands of cars. In conse- 
quence, the railroads were unable to sup- 
ply the mines with the necessary cars into 
which coal could be loaded as mined. 
Likewise the railroads were unable to 
transport promptly and efficiently the cars 
already loaded. 

(Continued on page 662) 
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Great Western Power Co. 
Mississippi River Pr. Co. 
Montana Power Co. 








Northern States Power Co. 
Adirondack Pr. & Lt. Co. 





Hydro-Electric Securities as Investments 


A Study of Five Prominent Companies 


TABILITY of earning power in 
good times and in bad has always 
been one of the distinguishing charac- 

teristics of hydro-electric properties in 
this country. Earnings of these com- 
panies continue to hold up well in 
comparison with the returns of this 
time a year ago. Indeed, iri many cases 
substantial increases are being reported 
in spite of the severe business and 
industrial depression which exists 
throughout this country today. 

This earnings record has not appar- 
ently been due to any accelerated de- 
velopment of the country’s water power 
resources as a result of the “Water 
Power Act” that was passed by Con- 
gress in June, 1920, for none of the 
larger companies, at any rate, have 
spent any considerable sums for in- 
creased production since that incentive 
was given. Nor has it been due to any 
material increase in rates or charges 
for electric power, for of all producing 
and merchandising concerns doing busi- 
ness in this country today, those fur- 
nishing electric light and power are the 
last to be charged with profiteering. 


Effect of War on Utilities 


While it is a fact that no type of enter- 
prise suffered more severely from the eco- 
nomic disturbances which the war left 
in its trail than the public utilities, yet it 
is a fact that the hydro-electric companies 
suffered the least of all the companies 
grouped under this general classification. 
Power being one of the most essential 
commodities of the day and one of the 
most important factors in our industrial 
life, as well, the war naturally imparted 
a great stimulus to the entire electrical in- 
dustry. Moreover, the rising cost of 
power produced by steam increased very 
materially the salable value of hydro- 
electric power, especially in those sections 
where the cost of power produced from 
coal had advanced to a level which im- 
posed a severe hardship upon consumers. 
But fortunately for the hydro-electric 
companies, the generally increased pro- 
duction costs which characterized the 
whole industrial field during the war 
period and for some time thereafter, af- 
fected these concerns only to a very mod- 
erate extent. 

To. be sure, increased cost of mainten- 
ance and replacement was felt by these 
concerns in common with all other utili- 
ties. But the relatively small use of labor 
and fuel to which the hydro-electric con- 
cerns ordinarily are put enabled them to 
escape many of the burdens which other 
utilities were forced to bear during the 
period of inflated prices and wages and 
even that comparatively small handicap 
was more than offset by the increased 
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demand for power that is generated by 
falling water. 

The main reason why earnings of 
hydro-electric properties are holding up 
better than those of most other manu- 
facturing concerns (and of most other 
utilities, for that matter) undoubtedly is 
to be found in the fact that their chief 
customers ordinarily are cities and towns 
rather than private consumers. Factories 
using electric power may reduce consump- 
tion of that commodity to minimum re- 
quirements, while individual consumers 
may in times of adversity cut down their 
lighting bills to levels predicated upon ex- 
treme necessity. But cities and towns 
must be lighted whether their populations 
are prosperous or not, while street rail- 
way companies which do not produce 
their own motive power must be kept 
running, whether or not the traffic is nor- 
mal, although, of course, sub-normal traf- 
fic usually entails some reduction of cars. 

Whatever may be the explanation, the 
outstanding fact is most hydro-electric 
companies are enjoying as large a 
measure of prosperity today as at any 
time since the signing of the Armistice. 
This becomes manifest when earnings 
of leading companies for the first half 
of the current year are scrutinized. 


Great Western Power Co. 


Reference to the appended table, indi- 
cating the earnings of representative hydro- 
electric properties in the first six months 
of the current year, will show that the 
Great Western Power System, for ex- 
ample, is actually enabled to report sub- 
stantial increases in both gross and net 
over the corresponding period of last 
year. 

This company, which is the operating 
subsidiary of the Western Power Cor- 
poration, a holding company organized in 
1908, is a consolidation of several com- 
panies located in northern California, and 
serves such important cities as San Fran- 
cisco, Oakland, Berkeley and Sacramento, 
besides some thirty smaller cities in the 
San Francisco Bay district and in the 
Sacramento Valley. Its generating plants 
have a capacity of about 130,000 h. p., and 
when the water power stored in Lake AI- 
manor is fully utilized, the company will 
be able to supply nearly 650,000 h. p., or 
nearly five times the present development. 

Last year, with its hydro-electric prop- 
erties only 14% developed, the company 
showed an earning power of nearly $10 
per share on the common stock; but as 
the company has been planning to in- 
crease development to 32% of the total 
potential capacity in the near future, and 
as a large part of this development prob- 
ably is already in use, it is not surprising 
that this year’s earnings thus far are more 
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than 50% larger than those for the first 
six months of 1920. 

The company’s preferred stock now 
pays the full rate of 6%, dividends being 
cumulative since January 1, 1915. Up 
to the present, back dividends to the 
amount of 13% have accumulated on 
this stock, and as it now appears likely 
that the directors will adjust these 
accumulations in their entirety in the 
not distant future, the prevailing price 
for the preferred stock, viz. 69@71, 
would seem a real bargain. 


The same in somewhat less degree 
may be said of the common stock, 
which is not yet paying dividends, but 
which, in view of the company’s in- 
creasing earning power, will probably 
pay a dividend before long. The com- 
mon stock is now quoted around 26 and 
appears to be a fairly good speculation 
at that level. 


Montana Power Co. 


The Montana Power Co., which has al- 
ways been regarded as a tower of strength 
among the utilities, has not been doing so 
well of late. Reference to the appended 
table will show that for the first quarter 
of the current year the company’s gross 
earnings dropped $339,331 compared 
with last year, and that net earnings, 
after taxes and charges, including interest 
on its outstanding bonds, dropped $359,- 
747. For the quarter ended June 30, last, 
gross earnings declined no less than 
$680,742, and net, after taxes and interest 
charges, declined $655,971, so that for the 
first half year alone, net income declined 
over $1,000,000. The closing of the big 
mines in Montana, which are served by 
the company, is largely responsible for 
this, for it is quite apparent now that the 
increased use of power by new plants 
and furnaces and the enhanced consump- 
tion for other purposes attendant upon 
the opening up of new territory through 
the extension of transmission lines, has 
not been sufficient to offset the curtailed 
consumption of the mining companies. 

After deducting depreciation and pre- 
ferred dividends, the company’s net earn- 
ings last year were equivalent to $2,380,- 
687, or $5.13 a share on the common 
stock, on which dividends at the rate of 
$3 per share annually are being paid. 

The interest on the company’s Ist and 
refunding 5s of 1943, of which $22,277,600 
is outstanding, is safe, for the company 
is still earning a very substantial margin 
over its bond interest requirements. 

It is very probable, too, that the 7% 
dividend being paid on the $9,671,800 out- 
standing cumulative preferred is safe. 

So far as the common shares are con- 











fall 
rat! 
ind 
if 


we! 
pic 
fut 
sel 


pee 


> JO 


oO a SI 


a. Sh Gh Ah Ghat a Ah 








wn 
oo 


onaoas RB aovtnmn Zz 














cerned, in view of the very considerable 
falling off in earnings this year, and the 
rather uncertain outlook for the mining 
industry, it would not surprise the writer 
if the dividend on the common stock 
were to be cut, or passed, unless business 
picks up very materially in the near 
future. The common sof. which is now 
selling around 46, does nft, therefore, ap- 
pear to be a very attractive investment. 

Mississippi River Power Co. 

Another important Hydro-electric com- 
pany, whose earnings have fallen off very 
materially in the past six months, is the 
Mississippi River Power Co., which owns 
and operates one of the largest hydro- 
electric plants in the world on the Mis- 
sissippi River at Keokuk, Iowa, and 
Hamilton, Ills., with an installed generat- 
ing capacity of approximately 150,000 h. p., 
the company serving such important in- 
dustrial centers as St. Louis, East St. 
Louis, Quincy, Ills.; Hannibal, Mo.; Keo- 
kuk, Ft. Madison, and Burlington, Iowa. 
The prevailing industrial depression ap- 
parently has hit this company severely, for 
notwithstanding recent large extensions of 
transmission lines, the company’s net earn- 
ings, after taxes and interest charges, de- 
clined $39,424 for the first quarter of the 
current year, and $52,833 for the second 
quarter, making a total reduction of about 
$92,000 in the company’s net income, com- 
pared with last year. 

Reference to the table, however, will 
show that the company is still earning a 
good margin over interest requirements 
for the $19,075,400 Ist mortgage 5s of 
1951 and $3,600,000 outstanding 15-year 
7% debentures of 1935. These bonds, the 
former selling at 78 and the latter at about 
90%4, look rather attractive. 

A substantial margin also is being 
earned for the . $8,250,000 outstanding 
6% cumulative preferred stock on which 
back dividends to the amount of 3734% 
have thus far accrued. This fact makes 
the preferred stock, which is selling 
around 65, and paying at the rate of 
6% per annum, appear a rather attract- 
ive speculation. 

The common stock, of which $16,000,- 
000 is authorized and outstanding, does not 
look attractive, however, and is not likely 
to appreciate for a considerable while to 


come, selling around 10, the common 
stock may be a fairly good speculation for 
the long pull, but it is a question whether 
one who ties up any amount of his capi- 
tal in this issue will get results anywhere 
near as satisfactory as might be obtained 
from issues selling at about the same 
price, having somewhat better prospects, 
and enjoying at the same time a much 
broader market. 


Northern States Power Co. 


This company, which owns, or controls, 
or operates electric light and power, gas, 
steam heat and other utility properties, 
serving 291 communities located in Min- 
nesota, Wisconsin, Illinois, North Dakota, 
South Dakota, and Iowa, with a total 
population estimated to be in excess of 
1,020,000, is doing exceedingly well, all 
things considered. Its gross earnings for 
the first quarter of the current year ex- 
ceeded those of the corresponding period 
of 1920 by $635,747; its net earnings, 
after taxes, were $182,448 larger, and the 
balance after interest charges, $828,360, 
increased $148,586. In the last quarter 
gross earnings, $2,960,514, showed an in- 
crease of $383,663 over the corresponding 
period of 1920; net after taxes, $1,235,040, 
increased $128,229, while balance, after 
interest charges, $658,019, expanded by 
$82,859. Last quarter’s gains were, to be 
sure, somewhat smaller than those for the 
preceding quarter, but the fact that any 
gain at all is available under existing busi- 
ness conditions must prove a source of 
gratification to holders of the securities. 

Nevertheless, the company’s current 
earnings cannot but give great satisfaction 
to both bondholders and stockholders, in- 
cluding the common stockholders, for this 
is not the first year that the company’s 
earnings have shown substantial improve- 
ment. As a matter of fact, steady in- 
creases in both gross and net have been 
shown since the company’s incorporation 
in 1909. In 1910 the gross of all prop- 
erties now comprised in the Northern 
States Power Co., amounted to $2,711,051. 
In 1919 this figure rose to $9,875,934 and 
for 1920 reached a total of $11,798,778. 
This very substantial increase in the com- 
pany’s business has been due in part to 
the rapid restoration of normal activities 
in the northwest, to the very general pros- 








perity enjoyed by the farming communi- 
ties which the company serves, as well as 
to the development of new business, es- 
pecially in localities devoted to the manu- 
facture of farm implements, machinery, 
and equipment for flour mills. 

Net earnings of the company have kept 
pace with growth of gross and in recent 
months have shown a tendency to ad- 
vance out of line with gross, owing, no 
doubt, to the decreasing cost of fuel and 
labor which have always been serious 
items in the operating expenses of steam- 
driven units. 

It is quite apparent from all this, there- 
fore, that the company’s Ist and refunding 
5s of 1941, of which $24,567,500 are out- 
standing and which are quoted around 
79, as well as its 6% notes, due April 1, 
1926, which are selling around 88, and 7% 
notes, due August 15, 1923, which are 
selling at about 99, make excellent invest- 
ments. 

The fact that the company has always 
earned a substantial margin over the divi- 
dend requirements for the $21,404,500 pre- 
ferred stock entitles that issue to a good 
rating also. 

The common stock is still in the specu- 
lative class (bid 37, asked 41), although 
the company is now earning a substantial 
margin for that issue also. In 1919 the 
company showed a surplus, after taxes, 
interest, depreciation, etc., equivalent to 
$5.12 a share on the common, and last 
year, notwithstanding the largely in- 
creased cost of fuel and other products of 
which the company is a large consumer, a 
surplus equivalent to $4.08 a share on the 
$6,170,000 outstanding. No dividends 
are being paid on this issue, but the 
comparatively high price at which the 
stock is selling seems to indicate that 
a dividend is not far off. 


Adirondack Power & Light Co. 


This is one of the smaller hydro-electric 
properties, but may be considered as fairly 
representative of its class. The company, 
which is a consolidation of two large 
hydro-electric properties in New York 
State, the Mohawk-Edison Co. and the 
Adirondack Electric Power Corp., has 
the entire electric light and power business 
in. Schenectady, Amsterdam, Watervliet, 

(Continued on page 655) 








Three months ended 
March 31, 1921. 


Balance after charges .... 





GREAT WESTERN 
POWER SYSTEM 


Increase (+-) 


or decrease (—) 
er $1,867,687 + $447,979 


Net after taxes........... 1,195,122 + 442,029 
546,524 + 347,487 


Focceus cccdeaotanges 1,775,235 + 404,300 
Net after taxes .........- 1,142,395 + 407,764 
498,863 + 274,042 
*Two months ended May 31, 1921. 


Earnings of Five Representative Hydro-Electric Companies for First and Second Quarters 
of 1921, Compared with Corresponding Periods of 1920 


NORTHERN STATES ADIRONDACK POWER 


MONTANA 
POWER 


Increase (+) 


MISSISSIPPI 
RIVER POWER 


Increase (+) 

or decrease (—) 
$1,730,690 —$339,331 
1,075,619 — 337,531 
637,475 — 359,747 


or decrease (—) 
$782,306 + $74,061 


502,946 + 35,424 
192,680 — 39,424 


1,323,000 — 680,722 
688,606 — 656,900 
246,148 — 655,971 


686,060 + 11,785 
504,383 — 16,141 
190,988 — 52,833 


& LIGHT 
Increase (+-) 


POWER 
Increase (+) 


or decrease (—) 
$1,186,599 + $80,925 


468,748 + 208,342 
247,967 -+- 185,414 


or decrease (—) 
$3,613,771 + $685,747 


1,411,649 + 182,448 
628,360 + 148,586 


1,094,810 + 2,481 
318,287 — 88,142 
176,744 — 78,308 


2,960,514 + 383,663 
1,235,040 + 128,229 
658,019 + 82,859 
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S pointed out in our last issue, THE 
MaGAzINnE oF WALL STREET presents 
an enlarged Public Utility Depart- 

ment for the purpose of throwing light 
on this great unlisted market. 

In the tables presented herewith are 
given representative securities in the three 
important groups of Public Utility Secur- 
ities. In the first group are those of the 
power companies; in the second group, 
the gas and electric companies; and in the 
third group the traction companies. The 
securities listed are those of representa- 
tive Public Utility Concerns in all parts 
of the country. They all do a large busi- 
ness, and in each of them there is a broad 
and active market maintained in Wall 
Street and other financial centers of the 
country. 

It was pointed out last week that a 
great majority of the stocks and bonds 
of this important industry are not listed 
on the New York Stock Exchange. 
It is a generally unrecognized fact that 
the unlisted market, particularly for 
bonds, in Wall Street, is a much larger 
and more active market than that pro- 
vided on the “Big Board.” Even with 
most bonds that are listed, the trans- 
actions “over the counter” are consid- 
erably larger than those transacted on 
the Exchange. One of the best exam- 
ples of this little recognized fact is the 
Liberty Bond market, in which every 
day huge transactions take place in 
Wall Street outside of the Stock Ex- 
change. These transactions are con- 
summated not only by houses who are 
not represented by membership in the 
Exchange but also by Stock Exchange 
houses. 

Marketability 


Listing on the Stock Exchange is not 
in itself a guarantee of marketability. In 
fact there are any number of securities 
that are listed on the Exchange that are 
extremely inactive and in which trans- 
actions are months apart. Probably the 
most important feature of marketability 
is thorough distribution at the time that 
a security is brought out. This distri- 
bution is brought about by intensive sales 
efforts on the part of the house sponsor- 
ing the issue, and the fact that an issue 
may become listed after it has been offered 
to the public does not by any manner of 
means assure the distribution essential to 
give the bonds a market commensurate 
with their value. 

The public utility market is somewhat 
similar to the municipal bond market. 
There are numerous houses that specialize 
in public utilities, and there are numer- 
ous houses that make a specialty of munic- 
ipals. In the case of public utilities a 
bond house that becomes associated with 
a company through the quotation of an 
issue of securities of that company almost 
invariably becomes specialists in all the 
securities of that particular company, and, 
in fact, if not actually, becomes fiscal agent 
for the company and handles all of its 
subsequent finances. It is consequently 


to the interest of the bond house that it 
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Unlisted Utility Bonds 


Their Investment Possibilities 


maintain an active and close market in 
securities of the company in order that 
subsequent financing may be successful. 
This is a theory that in practice actu- 
ally works out and consequently the mar- 
ket for public utility issues in Wall Street 
and other financial centers is extremely 
active and broad. The investor, therefore, 


the best investments in the country. They 
enjoyed an enviable reputation. They had 
years of dividend paying records behind 
them. They were held in large blocks 
by banks, insurance companies, trustees 
and institutions of like character. In 
most instances their services were natural 
monopolies which gave their franchises 








Atlantic City Electric Co. 5s, 1938 
es Se 2 ee SS, Se, BO 


Indianapolis Gas Co, 5s, 1 


Oklahoma Gas & Electric Co, First 
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in such securities has no reason what- 
ever to fear about the marketability of 
a public utility issue that is sponsored by 
a reputable house. 


Security 


Behind the vast amount of public utility 
securities traded in in this great unlisted 
market are assets that in practically all 
cases are valued far in excess of the 
bonds and stocks outstanding against them. 
It was but a few years ago that public 
utility securities were considered among 
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increased value. 
earners, 

Rising costs first began to show their 
effect upon public utility earnings in 
1915. For five years these costs in- 
creased steadily and the public utilities 
of the country went through trying 
days. From their lofty position of 
favored investments, their securities 
commenced to lose caste and they soon 
became the underdogs of the invest- 
ment markets. The condition of the 
companies, however, became so serious 
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that the campaigns that were waged by 
the companies for increased compensa- 
tion for their services were successful 
in the great majority of cases. From 
all parts of the country, after several 
years of unfavorable news, reports be- 
gan to come in of increased rates 
granted by public service commissions. 
For a time these advances were insuffi- 
cient to meet the rising costs, but in 
1920 the tide turned again. Costs com- 
menced to decrease, improved earnings 
were reported and utility operators 
looked ahead confidently to the day 
when their plans for improvements, re- 
placements and extensions could once 
more be put into operation. 

The security behind the bonds and 
stocks of the public utility companies in 
the United States have not suffered to 
any extent as a result of the lean years 
through which these companies were 
forced to go. In most cases the physical 
valuation of the properties has increased. 
But the greatest good that has been ac- 
complished is the enlightened public 
cpinion that has developed as a result 
of the educational campaigns the com- 
panies waged in self-defence. The public 
in most localities (the exceptions are 
those in which the utilities are used as a 
football of politics, a notable example of 
vhich. is the New York City traction 
ituation), now realize that the utilities 
must have a living wage and that the 
yest service is rendered by the prosperous 
‘ompanies. This victory that the utilities 


have won over the muck-rakers is of in- 
estimable value to the security holders 
for good-will is just as important an asset 
to a utility as it is to a commercial prod- 
uct for which millions are spent for the 
favor of the public. 

The investor in the great majority of 
utilities, therefore, is well protected inso- 
far as the security behind his investment 
is concerned. And this security will be 
increased materially as the effects of in- 
creased rates and lower costs are felt. 
The companies will be able to spend 
money for improvements and replacements 
and thus establish further economies in 
operation and the results will commence 
to appear in the net earnings. 

Earnings 

From what has already been shown, it 
will readily be seen that there will be 
material improvement in earnings in the 
future. The utilities in this respect are 
entering upon a new era. The higher 
rates that were granted by the utility 
commissions throughout the country in 
the past two years will likely, as pointed 
out by Mr. Charles W. Gerstenberg in 
the last issue of THe MaGazine oF WALL 
Street, be maintained for some time. This 
applies to those increases made on a flat 
percentage basis. On those made upon a 
basis proportionate to the increase in the 
cost of fuel, rates will probably come 
down as the costs of fuel decrease. As 
yet there are no signs of a decrease in the 
price of fuel. 








It would seem from a study of the 
public utility situation that the present is 
the time for the far-seeing investor to take 
advantage of an opportunity that may 
never be known again in this generation. 
There are innumerable opportunities for 
profitable investments in this unlisted mar- 
ket, and many of the most reputable bond 
houses in the country specialize in this 
class of securities or else maintain well- 
equipped departments manned by experts 
who are able to give the investor ad- 
vice in selecting his investments. The 
market for these securities is so broad, 
and the list of attractive investments is 
so large that there should be no difficulty 
in selecting the type of investment to meet 
any need. This applies to safety, maturity, 
yield or any one of the numerous other fac- 
tors that an investor may be particularly 
concerned about. 

The list of public utility securities shown 
herewith gives but a brief idea of the 
many available for investment. This list is 
merely a nucleus of the securities that 
will be shown in subsequent issues. The 
bonds listed in this issue are those of 
companies that have proved earning power 
and which should reflect in future mar- 
ket movements the improved earning 
power of the companies that have issued 
them. Naturally the list contains merely 
a few of the securities that deserve the 
attention of the discriminating investor. 
On the other hand, selections can be made 
from it to accommodate any investment 
program. 


“Give Us Power” 


The Demand of California’s Developers and How One Company Intends to Meet It 
By A. B. WEST, Vice-President, Southern Sierras Power Company 


ine us power!” 
With that incessant demand from 
the developers of California, ever 
ringing in their ears, those in charge of 
the hydro-electric generation and trans- 
mission companies are finding it necessary 
to provide for the expenditure of millions 
of dollars in ten to fifteen year plant con- 
struction programs. Of no hydro-electric 
company is that truer than of the Nevada- 
California Electric Corporation, serving 
an area of approximately 52,000 square 
miles in southeastern California and west 
central Nevada. 

To keep in a position to meet the de- 
mands which beyond a doubt will be made 
upon it, this corporation, a holding con- 
cern for the Southern Sierras Power Com- 
pany, the Nevada-California Power Com- 
pany, the Holton Power Company, the 
Imperial Ice and Development Company, 
Interstate Telegraph Company, aid Holton 
Inter-Urban Railway Company, plans to 
expend during the next ten years in excess 
of $8,000,000 in construction of new 
hydro-electric plants in Southern Cali- 
fornia. This expenditure will bring into 
use seven additional hydro-electric plants 
with a capacity of 46,500 horsepower, 
which, added to the company’s present ca- 
pacity of 80,000, will furnish, to meet the 
diversified demands of the territory, a 
total of 126,500 horsepower. 

The necessity for such rapid develop- 
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ment can best be understood when a sur- 
vey is made of the territory served by the 
Nevada-California Electric Corporation, 
its developed and undeveloped resources, 
present and potential industries and pop- 
ulation, and a study of the past growth 
of load. 


The Course 


From Bishop, Rush and Mill Creeks, in 
the Southern Sierras of California where 
it is generated, power is conveyed across 
the line into Nevada to supply the gold 
and silver mines around Goldfield and 
Tonopah. Southward, through mountains 
and across deserts it travels on the long- 
est transmission line in the world, 538 
miles, into the Coachella and Imperial 
Valleys to make the desert bloom. On 
the road southward this transmission line 
drops leads to care for the needs of great 
potash, soda, cement, clay products and 
rock crushing plants, which operate on 
natural resources hardly yet “scratched 
on the surface,” and also provides energy 
for silver, gold, lead and zinc mining above 
Owen’s Lake and in the vicinity of Rands- 
burg. 

The development of these mineral de- 
posits is certain to bring a demand for 
power many times in excess of that at 
present furnished,—a demand which will 
probably keep the industrial load of the 
Southern Sierras proportionately larger 


than that occasioned by irrigation through 
increase of agricultural acreage. Experts 
estimate that the territory served by the 
company will by 1930 count a population 
of approximately 500,000, and that the 
proposed hydro-electric program will make 
possible the irrigation of 1,210,000 more 
acres of tillable soil. 


Hydro-electric power will make the 
reclamation of these acres possible be- 
cause it is now positively known that 


underlying them at a comparatively shal- 
low depth is sufficient water for irrigation 
which may be profitably pumped with 
motors. 

This practice already is common in the 
territory served by the Nevada-California 
Electric Corporation, and has made pos- 
sible the development of the Coachella 
Valiey, the only spot in the United States 
where dates are commercially and satis- 
factorily grown, and the Perris, San Ja- 
cinto and Hemet Valleys, with thousands 
of acres of alfalfa and fruit. Every foot 
of farming land in that part of the San 
Bernardino basin is irrigated with water 
pumped up from levels involving a lift 
varying from twenty to, in one case, 700 
feet with hydro-electric motors, the aver- 
age lift being about 75 feet. That the 
thousands of acres in what is known as 
the Mojave River sink, recently a desert, 
will within a few years be converted to 

(Continued on page 651) 
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| The Southern Roads 


Their Outlook from the Investor’s Point of View 


OTTON—South; South—cotton. The 
two are linked indissolubly, al- 
though we have heard much talk 
during the past few years of a general di- 
versification of industry and of argricul- 
ture in the South; of a big improvement 
in the steel trade around Birmingham, 
Ala., and of successful attempts to inter- 
est Southern farmers in cattle, corn, and 
other products in order to render one of 
the most interesting sections of the coun- 


By HENRY FRANKLIN 


we may figure that at the end of the cot- 
ton year, on July 31, 1922, the carry- 
over will show just about a minimum 
margin of safety. In other words, the 
long pull side points bullishly towards 
cotton, and it seems reasonable to assume 
that the Southern cotton growers will 
not have to suffer again the extremes 
of price fluctuations which characterized 
the cotton market during the season just 
passed, and which were so largely re- 











TABLE I 
EARNINGS PER SHARE DIVIDEND RECORD 
Sou, Ry. Seaboard - A —) 
L&Nn A.C. L. Pfd. Pfd. L.&N, A.C. L, Sou. Pfd. Sbd. Pid. 
Al9l4 ...... $9.22 $10.70 $8.00 se $7 $7 $4.50 $3.00 
Al915 ...... 6.75 6.30 2.76 ee 5 5 eevee cece 
Al1916 ...... 19,38 11,30 15.56 7.48 6 5 ese 
ee 75 15,80 23,39 5,35 7 7 2.50 
De acctés *19.09 *12.30 *29.05 °.. 7 7 5.00 
B1919 ...... *7. *6.30 SB. .00 ®.. 7 7 5.00 
B1920 ...... **10.92 **11,40 #*2,86 **0,92 7 7 5.00 oees 
*Federal and corporate operations combined—standard return not figured. **Company and 
Government guarantee together. A—Years June 30. B—Years December 30. 




















try less dependent for its prosperity upon 
one crep, and that cotton. 

The South, possibly, may be ripe for 
wide experiments along the lines of di- 
versification, but, nevertheless, such possi- 
bilities received more attention when cot- 
ton was 40c. a pound than they do now, 
with cotton at or near the 14c. level. 

According to all reports that come from 
the South, the outlook for the coming 
year depends almost absolutely upon the 
price of cotton, and if that is so, then 
the prosperity of the railroads serving the 
South must necessarily depend upon the 
same factor, and it is not amiss to con- 
sider the general status of and the outlook 
for cotton. 

According to Secretary Hester, of the 
New Orleans Cotton Exchange, the carry- 
over of American-grown cotton on July 
31, the end of the old cotton year, was 
estimated at 8,500,000 bales. According 
to the August Government forecast, the 
indicated yield of the new cotton crop is 
8,203,000 bales. Thus, the total supply 
of American-grown cotton during the 
1921-22 season would be between 16,000,- 
000 and 17,000,000 bales. Even in a year 
of business depression, the consumption 
of American cotton will exceed 10,000,000 
bales. Lately there have been reliable 
signs of increasing operations in textile 
mills here and abroad. It might be pre- 
dicted that this year’s consumption of 
cotton will easily exceed 13,000,000 bales. 
- With an estimated supply of cotton at 
something close to 16,000,000 bales, and a 
probable consumption of 13,500,000 bales, 
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sponsible for the gloom which now pre- 
vails in the South. 

If the prospects for cotton are better, 
then it necessarily follows that the pros- 
pects for the railroads serving the South 
are better, although it may be possible 
that they will not feel the effects as soon 
as the cotton grower and seller do. 


The Roads which Serve the South 


There are four big railroad systems 
serving the Southern territory—Atlantic 
Coast Line, Louisville & Nashville, South- 


have an established earning power of good 
size; both have good dividend records, 
and both belittle the argument, sometimes 
thoughtlessly advanced, that no business 
can be of prosperous stability in the South 

Southern Railway, operating about 
7,000 miles of road, is in the middle class 
having been able to pay dividends upo: 
preferred stock, but a road which has yet 
to show sustained substantial earning 
power. 

Seaboard Air Line is still in a specu- 
lative stage. Its earning power, never 
large before the war period, did not show 
the good results that so many railroads 
did during the war period, and now is in 
a position where it has been necessary to 
defer interest on the outstanding adjust- 
ment mortgage 5% cumulative bonds. 

Roughly, it may be said that the Louis- 
ville & Nashville serves the western belt 
of the South; that the Southern Railway 
serves both East and West; Atlantic 
Coast Line only the East, and Seaboard 
Air Line also confines its operations to 
the Atlantic seaboard district. 

Details are lacking, but the traffic of 
the Louisville & Nashville is somewhat 
more diversified-than that of the other 
systems, and as it serves more of the in- 
dustrial centers of the South than do the 
others, coal and iron play a big part in 
its revenues. 

It may be that the South has over- 
discounted its depression, and that is per 
haps natural when it is recognized that 
cotton dropped precipitately from ove 
40c. a pound to almost 10c. a pound. A 
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TABLE II—PRICE RANGE OF THE STOCKS 


Coast Line Pfd, 
L 


3W91G .....cee 141 125 126 114 85% 58 28% 14 58 45% 22% 10% 
| ee 130% 104% £116 98 65 42 26 12% 48% 29% 20% 11% 
1916 ........ 140 121% 126 106% 738% 56 36% 18 42% 34 -19% 14 

MT 133% 103 119 % 70% 51% 38% 21% 39% 16% 18 7™% 
BIB ccccccce 110 109 89% 75% 57 34% 20% 25% 15% 12 7 

BID .nccccee % 108% £107 87% 72% 52% 33 20% 238% 12 12 6% 
1920 ........ 112% 94 104% «82 66% 50 834% 18 20% 8% U% 5% 
1921 ........ *118 97 89% #77 *60 42 "24% 17% *12% %8% °*7% 5% 


Southen Ry. 
Common Pfd. 
L. XH O&L. H, L, x. 














ern Railway and Seaboard Air Line. The 
four roads have a total mileage of over 
20,000 miles, and about half of this, or 
just a little less than 10,000 miles, is 
under the same control, because the At- 
lantic Coast Line, operating almost 5,000 
miles of road, owns a majority of the out 
standing stock of the Louisville & Nash- 
ville, operating about 5,000 miles of road. 
Incidentally, these two systems come in 
the class of “high-grade rails.” Both 
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reflection of a poor cotton year in the 
South is almost immediately seen in a 
slump in railroad traffic. If the rail- 
road traffic of the whole «ountry be 
grouped into territorial divisions, it is no- 
ticeable that the traffic in the Southern 
territory has been more unstable this year 
than in other sections of the country, and 
that during the first half of the year the 
decrease in net income, as compared with 
the same period of last year, was between 
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15% and 20%, whereas other sections of 
the country have been showing increases 
in net income, which suggests, perhaps, 
that the Southern roads are not going to 
do relatively as well this year as the 
roads in the other sections of the coun- 
try, unless the remaining months of the 
year, show a decided brace in operations. 
Therefore, there is likely to be consider- 
able attention directed toward the monthly 
statements of the Southern roads, and a 
search for an indication that might point 
to a turn of the tide and an improvement 
in traffic. 

It will, of course, be recognized that 
the Southern roads are subject to the same 
regulatory powers as the others; that is, 
in the matter of rates, wages, etc. There 
s perhaps one point that may be more 
interesting later on, and that is the ques- 
tion of state control. The old principle 
of state’s rights is still alive in the South, 
and in deference to this deep-rooted feel- 
ing, the managements of the Southern 
roads might not be so aggressive in push- 
ing a compaign for centralization of rail- 
road supervision as the managements in 
sections of the country where such feel- 
ing is less pronounced. 


Some Individual Characteristics 


Of the four roads, Louisville & Nash- 
ville and Atlantic Coast Line are still 
paying regular dividends at the rate of 
$7 a share annually, while Southern Rail- 
way and Seaboard Air Line are paying 
dividends neither upon the preferred nor 
common stocks. Southern Railway paid 
the regular 5% upon the preferred irom 
1918 up to and through 1920, but directors 
deferred action on the semi-annual pay- 
ment due to have been made on June 30, 
1921. No statement has been made as to 
whether the dividend is definitely 1s- 
pended, but at the present time general 
opinion feels that the dividend has been 
passed, and will not be resumed until a 
business recovery sets in. 

Based on the results for the first half 
of 1921, it may be stated that not one 
of the four roads is earning dividend re- 
quirements, but the strong positions of 
Louisville & Nashville and of Atlantic 
Coast Line have made it possible for 
those roads to continue payments thus far 
without impairing financial conditions. 

There is a particular development which 
lends especial interest to Louisville & 
Nashville. This road, which has seen its 
gross business grow, in the past decade, 
to over the $100,000,000 mark, has had 
outstanding only $72,000,000 capital stock, 
whereas funded debt is almost $200,000,- 
000, representing a most unusual and, at 
the same time, conservative balance as be- 
tween funded debt and share capital. 
Now, however, Louisville & Nashville has 
determined to capitalize surplus, and, ac- 
cordingly, has asked the Interstate Com- 
merce Commission for permission to issue 
$53,000,000 capital stock as a stock divi- 
dend. This would increase the amount 
authorized to $125,000,000, but no state- 
ment has as yet been made as to whether 
Louisville & Nashville proposes to issue 
all of the additional $53,000,000 stock at 
one time. 

Atlantic Coast Line, owing a little over 
50% of the present outstanding $72,000,- 
000 Louisville & Nashville capital stock, 
would have its actual share holdings pro- 
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portionately increased whenever a_ stock 
dividend .is declared. It is too early to 
make any predictions regarding Louisville 
& Nashville’s possible dividend rate when 
the stock dividend is issued. In the six 
months to June 30, 1921, the road re- 
ported a deficit of $2,500,000 in net op- 
erating income, but it seems entirely rea- 
sonable to state that such an zarnings 
condition must be temporary, and that it 
would be not altogether fair to base an 
estimate of the year’s result upon the 
showing of the first six months. 

Atlantic Coast Line earned net operat- 
ing income of almost $3,000,000 ‘n the 
first six months of the year, against $1,- 
800,000 for the same period of last year, 
but, of course, last year the first six 
months were really covered by the Gov- 
ernment guarantee. Based on the first 
half of the year, Atlantic Coast Line 
should earn at least $5 on the stock for 
the entire year, with a chance of doing 
better. Normal earning power is, at least, 
twice that. 

Southern Railway’s net income during 
the first six months was more than cut in 
half, as compared with last year. While 
the preferred dividend may be earned this 
year, the margin may be so small that 
directors felt the conservative policy was 
to suspend dividends until the trend of 
business was more certain. 

While Seaboard Air Line is showing 
better net operating income this year than 
last year, the August interest on the ad- 
justment 5s was deferred, perhaps because 
of the poor business suffered during the 
closing months of 1920; and, also, the 
Government guarantee has not been op- 
erative since September, 1920. 

In stating that the Southern roads have 
showed greater decreases in net, contrary 
to the trend in other sections of the coun- 
try, it is necessary to qualify by adding 
that this has been due largely to the rela- 
tively poor showing of Louisville & Nash- 
ville and of Southern Railway. 


Conclusion 
As to securities of the various com- 


panies, the bonds of Louisville & Nash- 
ville and of Atlantic Coast Line are en- 
titled to an absolutely sound invest- 
ment rating, while there is no reason to 
anticipate the inability of Southern 
Railway to protect its funded debt ob- 
ligation. Also, in the long run, Sea- 
board Air Line probably may be 
counted upon to cover, as it did before 
the war, total interest charges. The 
first mortgage 4s, 1950 and the refund- 
ing mortgage 4s, 1959 look to be fairly 
attractive, but as for the stock of the 
company it probably would be better 
to defer purchase until the trend is 
more apparent. 

Despite the fact that current earnings of 
Louisville & Nashville and Atlantic Coast 
Line indicate that neither road will eara 
dividend requirements this year, their 
stocks have not lost their semi-investment 
character, probably because it is confi- 
dently felt that the loss of normal earn- 
ing power is but temporary, and that it 
will be adequately regained when the in- 
evitable business recovery appears. 

Atlantic Coast Line at 85 is about 23 
points lower than Louisville & Nashville, 
although each pays 7% dividends. The 
floating supply of Louisville & Nashville 
is smaller, and, in addition, there is the 
expectation of a stock dividend to lend 
an additional speculative attraction, or at 
least it would so appear that this was one 
reason for the relatively high price of 
Louisville & Nashville common. 

Because dividends upon Southern Rail- 
way common have been suspended, the 
stock must be put back into the specula- 
tive class, but it is an issue’ which ap- 
parently has a favorable chance of at- 
taining eventually an investment position. 
The common selling around 20 is in the 
so-called low-priced rail group, and while 
it has its opportunity of appreciation the 
preferred selling in the low 40s at the 
present time seems to be the more at- 
tractive stock, and it is at a low enough 
level to enable the potential purchaser to 
ignore the difference in price between it 
and the common. 





Railroads Earning by Economizing 


Executives Trace Source of Recent Increases 


HE following is part of a statement re- 
cently authorized by the Association 
Railway Executives: 

An analysis of railroad operation for the 
first six months of 1921, just completed by 
the Bureau of Railway Economics, shows 
that the increased net earnings, as com- 
pared with the same period 1920, were due 
largely to a decrease in expenses such as 
would have to be resumed if business were 
to revive toward normal. This was espe- 
cially noteworthy in May and June. 

Of these economies 45% ($44,748,799) 
arose in June from reduction in operating 
expenses and 55% ($54,256,689) from de- 
ferring of maintenance, both of right of 
way and equipment. 

Traffic in the Fall of 1920, even under 
the new rates, made new high records, 
The business depression became marked in 
December. It came to its height in Janu- 
ary and February. The total number of 
cars loaded with revenue freight during 
the first seven months of 1921 ended July 
31, was less than during the same period 


of 1920 by 2,600,844, or 10.4%. The totals 
were 24,889,058 in 1920 and 22,288,214 in 
1921, 

Revenues followed traffic. The only 
factor that has made the decline in rev- 
enues relatively smaller than the decline 
in traffic is the increased rate level, but 
even the considerable increase in rates has 
not been sufficient, taking the first half 
of 1921 as a whole, to offset the reduction 
in traffic. 

For the first six months, freight revenue 
about held its own with 1920, but it must 
be remembered in noting the comparisons, 
that freight rates had been increased more 
than 30% in August, 1920. 

Passenger revenue increased slightly 
during the six months as a whole, but this 
was in the face of a more than 20% in- 
crease in rates (Pullman surcharge includ- 
ed) last August. 

Both freight and passenger revenue 
tended to decline at a relatively greater 
rate as the year 1921 advanced, so that 

(Continued on page 663) 
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Chicago & Northwestern Rwy. Co. 





Northwestern’s Outlook 


Earnings Not Covering Operating Expenses—The Dividend Outlook 


IRECTORS of the Chicago & North- 

western have without doubt reposed 

great confidence in the road’s ability 
to pull through the current year with 
considerably improved earning power. 
Whether this confidence was justified still 
remains to be seen; but the possibilities 
of the road’s earning its dividend require- 
ments for the last half of the year have 
certainly been greatly diminished since the 
directors paid the July Ist semi-annual 
dividend; and the outlook for the last 
few months of the year is still very du- 
bious. Northwestern stockholders may 
well be reminded that their road paid its 
last dividend on both the preferred and 
common out of surplus. Therefore, un- 
less there is a very material improvement 
between now and the end of the year, the 
directors may be compelled to take the 
action they put off two months ago and 
pass the dividend entirely. 

It should be borne in mind that the 
Northwestern roads have been making the 
poorest showing of any group with the 
exception of the New England roads and 
as a result have much harder ground to 
make up than the majority of roads. In 
the writer’s opinion, Chicago & North- 
western’s ability to make up the ground 
it will have to make up is quite doubtful. 


‘The Decline in Earnings 

During the period of federal control 
Northwestern’s earnings held up fairly 
well. In both 1918 and 1919 the road 
earned slightly over $1 a share on the 
common stock, and paid regular dividends 
of $7 a share per annum. In 1920, how- 
ever, the road earned less than $1,000,000 
for its fixed charges of $11,000,000. Since 
the termination of federal control on Au- 
gust 31, 1920, Chicago & Northwestern 
has been operating at a deficit with the 
exception of September, October, March 
and June. Operating results by months 
have been as follows: 


Earnings Since Federal Control 


November 
December 


January 


The accumulated deficit for the first six 
months of operation of this year amounts 
to $3,567,055. 

Road Well Maintained 

There is a very important factor to 
take into consideration, however, when 
studying the operating results of this road 
in the current year. A great many roads 
whose earnings were considerably better 


. 


By ARTHUR J. NEUMARK 


than Northwestern’s for the first half of 
the year cut maintenance charges; North- 
western on the other hand has not sacri- 
ficed its maintenance to bolster up its 
earnings. For the first six months of 
1921 the road expended $10,415,003 for 
maintenance of way and structure and 
$17,901,675 for maintenance of equipment, 
as against $11,560,145 and $16,993,462, re- 
spectively, for the same period of 1920. 
A comparison with other roads operating 
in the northwestern territory gives a very 
clear idea of how much better Chicago & 
Northwestern was maintained for this 
period. It will be found in Table I, here- 
with, 

This adequate maintenance will, of 
course, work to the benefit of the road 
in the coming months when the heavier 
volume of traffic sets in. 

The point might well be made here 
that there is nothing fundamentally 
wrong with Northwestern. It has one 
of the finest properties in its territory 
and is operated on a highly efficient basis, 








TABLE I.—Chicago & Northwestern Earn- 
ings, Six Months to June 30, 1921. 
(000 omitted) 


Maint. of 
Way & Struct. 
(per mile Maint. of 
of road) equipment 
Chic, & Northwestern .$1,234 $17,901 
Chic,, Mil. & St. Paul 803 17,367 
Chic., Burl. & Quincy. 926 16,436 
Northern Pacific 209 10,168 
Great Northern 887 9,707 




















and when there is a return of business 
activity in the northwest this road will 
get its full share of it. 
Capitalization 

Another factor that will help the road 
pull through this period of depression is 
that it has not gone ahead on any ex- 
tensive expansion program or built any 
large extensions, such as St. Paul did 
during the years of large railroad earn- 
ings. Consequently Northwestern has no 
néw lines to carry through these trying 
times, and what is of considerably more 
importance, it has no increased fixed 
charges to meet. Table II shows how 
well Chicago & Northwestern held its 
fixed charges down while earnings were 
going ahead by leaps and bounds as com- 
pared with other Northeastern roads. 

The logical conclusion from these facts 
would seem to be that Chicago & North- 
western may be expected to show larger 
balances available for its common stock 
whenever the turn comes. In the case of 
Chicago, Burlington & Quincy where fixed 
charges declined $1,600,000 since 1911, this 
was offset by a stock increase of $60,000,- 
000, or 54%. 


Financial Status 


As is the case with so many of the 
standard roads, Chicago & Northwestern 


is dependent upon a settlement with the 
Government to pay its overdue bills and 
wages. There is no doubt that the road 
was in considerably better financial posi- 
tion at the beginning of the year, that it 








TABLE Il.—How Northwestern's Charges | 

Were Kept Down. 
(000 omitted) 

% of gross 

ine. over 

Fixed charges same 

1920 period 

Chic. & N’ western. .$10,900 $9,200 120% 
Chi., Mil. & St. Paul 21,800 
Chi., Burl. & Quincy 7,000- 
Northern Pacific .... 12,300 
Great Northern .... 8,300 




















was able to meet its bills much more 
promptly than a great many of the roads, 
but the strain of operating deficits has 
weakened its position. On December 31, 
1920, the road had cash amounting to 
$9,175,000 and receivables amounting to 
$13,900,000, or total current assets, exclu- 
sive of materials and supplies, of $23,- 
000,000. From this must be deducted 
dividends and interest that were paid 
last January, amounting to $5,400,000, 
leaving current assets of $17,600,000 avail- 
able for current liabilities of $25,400,000. 
To-day this shortage of current assets 
available for current liabilities must be 
even greater. 

The road has been unable, of course, to 
pay off any of its obligations out of earn- 
ings, and since the beginning of the year 
it has had to pay out approximately 
$5,000,000 in interest and about $4,300,000 
in dividends. This money must have been 
cbtained either from the sale of securities 
owned, or through loans, or by both 
these means. In a settlement of the Gov- 
ernment accounts it is probable Chicago 
& Northwestern would be able to .realize 
a cash payment of at ieast $15,000,000, 
which would probably do no more than 
enable the road to pay off all its obliga- 
tions. 

Conclusion 

With the combination of poor earn- 
ings and a large excess of current lia- 
bilities over current assets the possibili- 
ties of a continuance of Chicago & 
Northwestern common dividends seems 
doubtful. The stock is now selling at 
7%4% basis, which is high compared 
with the yield to be had from the stocks 
of roads whose dividends seem compar- 
atively safe. The property is an excel- 
lent one, the road is conservatively 
capitalized and very well managed, and 
there is little doubt but that earn- 
ings will come back. At the present 
time, however, Northwestern is paying 
dividends on hopes, and the hopes seem 
to be a good distance from realization. 

The writer would not be surprised to 
see the common shares sell considerably 
lower before the turn comes. 
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What About the Packers? 


How These Companies Have Fared During Readjustment 


P to this year the stocks of the lead- 

ing packing house companies have 

been regarded as sound conservative 
investments. Since then, however, they 
have passed into the encircling gloom 
which has surrounded the investment 
markets. Among all securities none are 
so neglected. 

The reason is not hard to find. The 
packing house companies have had a pon- 
derous burden to 
bear for an even 


By J. WILSON THORNE 


Considering the very long period of de- 
pression through which the packing com- 
panies have passed it is rather remarka- 
ble that they have not fared worse. Prob- 
ably the main reason for this is that in 
previous years they built up a surplus 
sufficiently large to provide for such a 
contingency and that they were steered 
through troub’ed waters by able helms- 
men. 


cending overhead. In 1920, wages were 
advanced 40% so that at the end of that 
period they were about three times as high 
as at the end of 1915. In addition, freight 
rates greatly increased. For example, 
the rate on dressed beef from Chicago to 
New York was formerly 67 cents but is 
now $1.00 per hundredweight. Icing and 
other charges, including interest rates, 
rose sharply. 
The volume of 
business dropped 








longer period than 
has been the lot of 
other types of in- 
dustrial enter- 
prises. Meats 
were among the 
first commodities 
to join the general 
drop in living 
costs. Commenc- 
ing as far back as 
the middle of 1919, 
almost a full year 
before the decline 
in most other com- 
modities, meat 
prices dropped al- 
most perpendicu- 
larly until by the 
end of 1920 they 
had dropped to or 
below the so-called 
pre - war levels. 
The packing companies, therefore, includ- 
ing the period between the middle of 1919 
and August, 1921, have had a little over 
two years of depression. . Yet so ably 
have these companies been conducted 
that they have managed to survive with 
resources, while impaired, nevertheless 
sufficiently large to enable them to con- 
tend efficiently with conditions as they 
developed. 
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LIVESTOCK PRICES 


*Chicago 


Overhead Increases 

During 1920, t'e packing companies 
were, triply unfortunate in that while the 
values of their products declined, operat- 
ing expenses advanced and at the same 
time they were afflicted by what seemed 
at times a peculiarly unintelligent Gov- 
ernment policy of control. 

Directly affecting the packers were the 
combined factors of falling prices and as- 


off, materially in- 
creasing the over- 
head. During the 
war, plant capac- 
ity was greatly 
increased in order 
to meet the gigan- 
tic war - demand. 
With the drop in 
foreign and do- 
mestic consump- 
tion which com- 
menced at the end 
of 1919, the re- 
sult was to lower 
the volume of out- 
put to a degree 
where the full 
capacity of the 
packing plants 
could not be used. 
° A factor of 
great importance along with the drop 
in meat prices was the great fall- 
ing off in the price of such by-products 
as hides and wool. As it is on these 
products that the packing companies have 
made so large a share of their profit, the 
result was unfortunate. Hides, for ex- 
ample, dropped from 50 cents in 1919 
to 14 cents at the end of 1920. Wool 
dropped from 80 cents a pound to about 
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APR..1, 1921 
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JUNE 1, 1924 
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35 cents. Demand for by-products fell 
away to almost nothing and as a result 
the warehouses were piled up with huge 
surpluses of unsalable goods. The piling 
up of these large quantities of products 
which were a drug on the market resulted 
ém serious losses to the packing com- 
panies, running into the scores of millions 
in the aggregate. 

There were also losses to be taken in 
fresh products. These, of course, de- 
teriorate rapidly and have to be sold 
within a very short period. In the falling 
market which prevailed during practically 
all of last year, prices went down some- 
times very rapidly and it often happened 


centers than at the end of 1919. The 
birth rate of calves declined 22% and 
that of pigs 10%. It goes without saying 
that the difficulties faced by the pro- 
ducers were fundamentally the same as 
those faced by the packers and that the 
decline in production is consequently a 
natural result of these conditions. Fur- 
ther new factors such as the high cost 
of land, the relative dearness of feeding 
and the greater efficiency demanded of 
producers have contributed to the less 
profitable character of this field of activ- 
ity. It is only recently with the drop 
in grain costs and other items that live- 
stock production has tended to become 











LIVESTOCK ON FARMS 


DECLINE IN VALUES 
(Chicago market) 


19 1920 
560,000 282. 
584,000 909, 
866,000 615 


1919 1920 % Decrease 
688, 20% 

,862, 27% 

59,214,006 529, 29% 
18,182,631 , 597,18 14% 

















that the packers were compelled to ac- 
cept losses in order to dispose of their 
products quickly. 


The Decline in Demand 


By the middle of 1920 the public had 
awakened to the necessity of careful hus- 
banding of resources and a wave of econo- 
my unprecedented in the annals of the 
country spread from coast to coast. Even 
the absolute necessities suffered. It is 
estimated that the per capita consumption 
of meats last year in the United States 
was about 8 pounds under the amount 
consumed in 1919. The effect of this on 
the packing industry was quite apparent 
and resulted in practically every case in 
a marked drop in earnings. 

Foreign business also fell off to a very 
material extent. With competition from 
South America and hampered by stringent 
import conditions particularly in Great 
Britain and Germany, sales of live stock 
and fresh products fell off greatly. The 
decline in pork exports was 52% in the 
period 1919-1920 and in beef 48%. Other 
products suffered proportionately on the 
other hand, while foreign conditions are 
still chaotic and exports of livestock 
and other meat products are far below 
those reached in war times, the fact 
nevertheless remains that Europe is 
still in great need of these products 
and that if she were afforded ample 
credit facilities there would easily be a 
marked recovery in the industry ,on 
this side of the water. 


Livestock Prices 


An interesting feature of the situation 
is the great decline in livestock prices 
notwithstanding that production has de- 
clined almost continuously for 20 years 
except for a temporary increase during 
the war-years. Considering the increase 
in population this is of fundamental im- 
portance. A few figures will be of in- 
terest. It is estimated that by the end of 
1920, there were 5,000,000 less cattle, 
swine and sheep at the principal packing 


more profitable but it is to be doubted 
that really satisfactory profits can be 
made for some time to come. 

As a result of the decline in demand 
for livestock which in turn was a result 
of the unfavorable packing situation, the 
producers found themselves in an un- 
favorable financial position. Credit con- 
ditions became so bad that at the be- 
ginning of this year it became evident 
that a serious situation would arise unless 
a new source of banking support were 
supplied to producers in need of such 
aid. The result was the formation of a 
cattle loan pool of $50,000,000 for the 
purpose of extending credit to embar- 
rassed livestock producers. This pool, 
formed by bankers both in the East and 


both sources. Livestock prices have ad- 
vanced. Thus hogs have advanced in the 
past few weeks from around $9.00 to over 
$11.00; steers have advanced from about 
$8.75 to about $9.75 and lambs have ad- 
vanced from about $9.00 to $10.00. Re- 
ceipts have shown a tendency to increase 
indicating a growing demand. 


Conclusion 


The readjustment in the packing in- 
dustry has already proceeded to a point 
where the industry may be considered on 
a fairly stable basis. Prices have not 
only evidently hit bottom but they have 
recently shown a tendency to advance. 
Demand while far below that of the ab- 
normal war-years nevertheless is above 
that existing at the time of greatest de- 
pression, 

Owing to the law compelling these com- 
panies to separate themselves from prop- 
erties not directly involved in meat pack- 
ing, they are going through a process of 
dissolution similar to that of the Standard 
Oil Company when the latter was ordered 
dissolved by the Supreme Court. How- 
ever, history has shown that dissolutions 
of this character often turn out to be 
very profitable for the original investors 
and considering the staple nature of the 
various enterprises in which the packers 
have been engaged up to the time of the 
court order directing their dissolution, it 
is quite likely to turn out the same way 
in this case. However this may be, the 
packing industry, on its own, stands firm- 
ly, and while it is subject to partial Gov- 
ernment control, there is no reason to be- 
lieve that anything further will be done 
to interfere with the normal activities of 
these companies. 

In estimating the future outlook for the 
packers, it is necessary to take into con- 
sideration the fact that this is a basic 
industry. People must have meat and 
while they may economize to some ex- 
tent, there is a limit to which they will 
go. Such a thing as dropping off to 20% 
of capacity which was recently the case 














West, has already commenced to function 
and loans are being made. The funds 
should do something toward relieving the 
desperate situation which has cropped up 
among the livestock producers. It is 
also expected to be of assistance to many 
of the banks in the cattle-growing dis- 
trict. Loans are made on a 6-month ba- 
sis but may be renewed up to 30 months. 

The outlook for the livestock industry, 
of course, is dependent on packing house 
consumption of these products and for- 
eign demand. Recently there has been a 
tendency toward increase in demand from 


with reference to the steel industry, is 
quite an impossibility with the packers. 

So far as the present situation is con- 
cerned, there is no question that there 
has been some improvement. Prices for 
various packing house products have ad- 
vanced and demand, both foreign and do- 
mestic, has shown somewhat of a recov- 
ery. Nevertheless the uncertain general 
outlook particularly with regard to the 
foreign situation is still clouded and as 
long as this remains the case, a perma- 
nent recovery in the packing industry 
cannot be expected. 
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In comparison with other industries, 
however, this one makes a favorable 
showing. It has liquidated inventories 
to a certain extent, and while it is still 
struggling with a.large overhead, sales 
are increasing thus tending to offset this 
factor. Primarily the working out of 
the packing house troubles depends on the 
rectification of adverse factors now be- 
setting international trade. The great 
slump in exports has affected our business 
life to a great extent and the very great 
unemployment iu this country is partially 
due to that factor. It is believed that the 
extension of credits to Europe will do a 
great deal toward improving this situa- 
tion. In that case, the first to benefit 
would be the packers and allied interests. 
On the other hand, while the packers 
cannot attain a great measure of pros- 
perity without further improvement in 
foreign trade, they have already shown 
that they are able to make some progress 
at least even under present unfavorable 
conditions. Progress may be slow with- 
out stimulus from foreign trade, but 
this country is large enough and rich 
enough to provide an ample field of 
activity in the years to come. 


Armour & Co. 


This huge organization managed to pass 
through the trials of 1920 actually re- 
turning a profit. Earnings for 1920 were 
223% or slightly in excess of the 2% 
dividend on the two classes of common 
stock ($25 par value). The financial po- 
sition of the company was greatly im- 
proved by the end of 1920. Inventories 
had been cut from $159,000,000 to $136,- 
000,000 and cash showed an increase in 
the year of from $25,000,000 to $35,000,- 
000. By the beginning of the year the 
company showed that it had profited from 
the readjustment through which it was 
forced to pass. 

Together with the other large packing 
companies at Chicago, Armour put into 


It has fluctuated in 1920 from 113 to 79 
and presently is quoted at about 88. The 
issue is high-grade and suitable for in- 
vestment. 


Swift & Co. 


In common with the other packing com- 
panies, Swift & Co. has made progress 
since the beginning of the year and seems 
to have surmounted many of the problems 
facing this industry for the past two 
years, Its financial position has improved 
considerably and despite recent selling in 
the stock there is no reason to believe 


pany was able to earn a fair surplus last 
year when conditions were most depressed 
in this industry, it is only fair to assume 
that with the broad trend toward im- 


provement which has manifested itself 
lately, it will make a relatively favorable 
showing this year. 

The stock has had a severe decline from 
133 in 1920 to about the present price of 
about 88. At this price in view of the 
high equity behind the issue, the improv- 
ing outlook for the company and its high 
earning power in normal times, the issue 
looks attractive over a reasonable period 
of time. 































that this improvement will not continue. 

The company has recently issued $25,- 
000,000 10-year 7% debentures to meet 
the $25,000,000 2\%4-year 6% notes which 
matured Aug. 15. While interest charges 
arising from the higher coupon rate will 
be larger, the increase is comparatively 
small considering the earning power of 
this organization. 

The company has $94,591,000 outstand- 
ing bonds against about $225,000,000 as- 
sets. Common stock is outstanding to 
the full authorized amount of $150,000,- 
000, with a net tangible asset value of 

















effect a 12%% reduction in the wage 
scale, Other attempts have been made to- 
ward reducing operating expenses and 
with the improvement which has come 
into the packing situation in the past two 
or three months, the company should 
make a better showing this year than last. 

Dividends of 2% are paid on the two 
classes of common stock, which are out- 
standing to the amount of $50,000,000 
apiece. These dividends have been paid 
regularly since 1915 and appear secure. 
The only active stock issue of the com- 
pany is the 7% preferred stock (out- 
standing $50,670,000). This issue is 
traded in on the Chicago Stock Exchange. 
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$154 a share compared with a market 
price of about 88. (Chicago and Boston 
Stock Exchanges). The company has al- 
ways earned a substantial amount over 
dividend requirements except last year 
when earnings amounted to only $3.45 a 
share on the $100 par capital stock against 
dividends of $8.00 a share. Swift & Co. 
has an unbroken dividend record since 
1895. 

The company is strong in assets and 
its organization is perfected through 
many years of training and experience. 
The directorate mostly composed of mem- 
bers of the Swift family is noted for its 
conservatism. Considering that the com- 





Wilson & Co. 


Despite two years of solid liquidation 
this company now finds itself in a better 
financial position than for upward of a 
year and a half. A glance at the balance 
sheet is illuminating. Merchandise at the 
end of 1919 stood at about $51,000,000 but 
were written down to $27,000,000 by the 
end of 1920. Not all of this decline rep- 
resents writing-off, of course, as the com- 
pany during that period made great 
progress with regard to the actual liquida- 
tion of commodities. On account of the 
great liquidation of products the cash ac- 
count stood several millions higher at the 
end of 1920 than the year previous, the 
actual figures being $7,604,163 on Dec. 
31, 1920, against $5,854,760 Dec. 31, 1919. 
Accounts payable showed a falling off 
of about $3000,000 whereas accounts re- 
ceivable showed an increase in about the 
same proportion. Better credit condi- 
tions now prevailing and energetic efforts 
on the part of the management toward 
securing payment of bills no doubt will 
see a stronger cash position by the end 
of the year. 

Considering the great decline in in- 
ventory value which is the lowest since 
1915, it is apparent that the company has 
put its house in order. The sales force 
has been speeded up and operation is 
more efficient. Wilson as one of the 
“Big Five” packers stands in a very 
strong trade position. Its plants are of 
the most efficient type and they are capa- 
ble of producing a very great output. 

Net tangible value of the 202,500 out- 
standing shares of common stock was 
equivalent Dec. 31, 1920, to $124.90 a 
share, representing the great security be- 
hind the bonds and the preferred stock 
of the company. Owing to the decline 
in earnings, resulting in fact in a deficit 

(Continued on page 656) 
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How the Sugar Companies Compare 


ITH the passing of the common divi- 
dend by the Cuban-American Sugar 
Company on August 17th and the 

American Sugar Refining Company’s divi- 
dend on August 10th, shareholders in 
these and other sugar companies are no 
doubt a trifle uneasy. It seems opportune, 
therefore, to compare and analyze at this 
time the sugar companies. The writer has 
selected the largest of these companies, 
known in financial circles as the “big 
four”: ndmely, . American Beet Sugar, 
American Sugar Refining, Cuba Cane 
Sugar and Cuban-American Sugar Com- 


pany. 
Increased Working Capital 


From 1914 to 1921, these four sugar 
companies increased their working capi- 
tal from $50,506,382 to $104,061,551. It 
is almost impossible to believe that in view 
of the fact that such a wonderful showing 
was made in the working capital, the 
combined liabilities in the hands of the 
public during that same period of time 
showed an increase of only $18,177,353. 
The domestic sugar companies ran far 
behind their Cuban friends, in so far as 
the increasing in working capital shows. 
The Cuban-American Sugar Company 
alone increased its working capital over 
650% ; that is, from $2,115,194 in 1914 to 
$15,991,055 in 1921. 

Then came Cuba Cane Sugar Company, 
which ran a close second with $29,936,480 
working capital on September 30th last, 
against $5,550,111 on September 30th, 1916, 
this being the end of the company’s fiscal 
year. 

This is an increase of 440%. The do- 
mestic companies did not show up any- 
where near as well as their contemporaries, 
as can be seen from the fact that Ameri- 
can Sugar’s increase in working capital 
for the six years showed only 33% and 
that of the American Beet 70%. 

A bird’s-eye view of this important fea- 
ture of comparison can be obtained by 
reading Table I. This shows the working 
capital of these four leading sugar com- 
panies as of December 31, 1920, or the 
nearest fiscal date compared with 1914 or 
the nearest time thereto; also, percentage 
of increase and change in outstanding 
capital liabilities. 

The immense increase of working capital 
in two of the companies can mean but 
one thing. For instance, the 440% increase 
in Cuba Cane’s working capital is simply 
a reflection of the retention in business 
of all earnings on the common stock, 
which, by the way, amounted to $51.11 « 
share. The funded debt of this company 
was also increased by $25,000,000, as the 
company issued this amount of debenture 
bonds. 

The other company whose working cap- 
ital increased almost out of proportion 
was Cuban-American Sugar. This in- 


A Thorough Analysis 


By CONRAD H. LIEBENFROST 


crease is also due in part to the same 
reason as stated for Cuba Cane. As Table 
I shows, liabilities decreased by $6,822,647. 
This is due to the payment of the funded 
debt less the increase in common. On 
March 9th, Cuban-American sold to its 
bankers $10,000,000 first collateral sinking 
fund 8% gold bonds. These securities 
constitute. the only ‘outstanding funded 
debt at this time. Truly remarkable. 

The outstanding capital of American 
Sugar Refining and American Beet Sugar 
remains unchanged. It is easy to note that 
these two companies made the poorest 
showings. The worst showing of all was 
probably made by American Sugar Re- 
fining Company. It did not earn its divi- 
dends during the six-year period. Stock- 


holders may find solace in the fact, how- 
ever, that its reserves have increased the 
past six years $23,073,430. On December 
3lst last the reserves totaled $33,562,231 
against $10,488,801 on December 31, 19/4 
A deficit after dividends was quite con- 
spicuous as for six years it stood out at 
$10.10 a share. This was reflected in the 
drop in surplus from $17,030,794 on De- 
cember 31, 1914, to $12,465,858 at the end 
of 1920. 


Earnings Compared 


In comparing the balance sheets of tlhe 
“Big Four” sugar companies for the last 
six years, it is beyond any shadow of a 
doubt that Cuban-American Sugar Com- 
pany made the best showing. It earned 








American Beet Sugar Company 
American Sugar Refining Company 
Cuba Cane Sugar Corporation 
Cuban-American Sugar Company 


TABLE I.—COMPARISON OF WORKING CAPITAL. 


Increased 
1914 % 
$3,566,596 
39,274,486 
5,550,111 
2,115,194 


$25,000,000 
6,822,647* 








*Decrease. 


$50,506,387 $16,177,353 





American Beet Sugar Company 
American Sugar Refining Company 
Cuba Cane Sugar Corporation 
Cuban-American Sugar Company 


*Deficit. 


Added to surplus 
1914-1921 





TABLE IlI.—COMPARATIVE INVENTORIES. 


1918 
$2,054,341 
18,199,709 
6,244,122 
9,420,763 . 


1919 


18,360,294 





$81,069,142 


$50,065,969 $30,918,935 





70% Louisiana new crop available this year 
One-half new beet crop 


Afloat to United States 


Refined sugar basis, about 93% equals 
Less estimated exports 

Less local consumption in Cu 

Leaves indicate supplies for rest of year 


about 





TABLE V.—ESTIMATED SUGAR SUPPLIES. 


of — for balance of year 


United States consumption at 1920 rate of 333,000 tons a month for 4% months equals 


and Europe 
Deduct for replenishment of sub-normal stocks here 
Deduct for needed sugar in Europe 


Total crop 

















THE MAGAZINE OF WALL STREET 














$40.29 a share in these six years on the 
present stock, par of $10 a share, or an 
average Of $6.71 a share annually. It can 

be readily understood why the working 
ot il of this company increased so much 
as snown in Table I, when out of this 
$40.29 a share earned, $30.86 a share, or 
308.00% of the par value, was retained in 
the business. 

American Sugar Refining Company’s 
average annual earnings per share for the 
six vears were $6.93. Regular dividends 
of $7 a share were paid during this period. 
There were times when earnings were 
goo! that the company paid extra divi- 
dends at the rate of $3 a share of common 
annually. The result was that instead of 
adding value per share of common in the 
period after dividend payments as the 
oth: r three sugar companies show, Ameri- 
can shows a deficit of $10.10 a share. 

merican Beet Sugar Company, the 
smzilest of the four, showed earnings for 
this same period of six years of $58.87 a 
share, with the result that it added $10.30 
a share to its surplus after paying divi- 
dends. 

Table II shows earnings on common per 
share for six years, average a year and 
added value per share of common in the 
period after dividends. 


Inventories Compared 


iventories, of course, form a vital part 
of any company’s business and in making 
comparisons should be taken into consid- 
eration. Upon study of the sugar compa- 
nies, we find that the inventories have 
shown a steady increase during the past 
six years. The cause of this increase is 
probably the advance in price of sugar. 
The combined inventories of these four 
companies show an increase over 1914 of 
about 34%. By referring to Table III, it 
can be seen that at the close of the last 
fiscal year the combined inventories stood 
at $81,069,142 compared with the figure 
$27,865,018 in 1914, 

Instead of showing an increase in 1920, 
as three of the sugar companies did, Cuba 
Cane made a decrease. Cuba Cane’s in- 
ventory as of September 30, 1920, stood 
at $9,082,829 as compared with $17,402,652 
on the same date in 1919. In fact, even 
this last inventory was not made up of 
sugar but for the most part consisted of 
growing cane and working supplies. 

The domestic sugar companies were 
both caught with the largest increase in 
inventories for the six years. Together 
they showed an increase of $35,346,238. 
American Sugar Refining Company 
showed $45,405,155 inventories as of De- 
cember 31 last compared with $15,431,099 
in 1914, while American Beet Sugar Com- 
pany’s inventory expanded from $2,219,776 
to $7,591,958. 

Table III shows comparative inventories 
for these sugar companies for the past 
three years and also the pre-war year. In 
the case of the American Beet Sugar 
Company the inventories were taken at 
factory cost as of March 31, about 8.08 
cents, which was also about the prevailing 
market for refined cane sugar at that time. 
The inventories of American Sugar Re- 
fining Company were adjusted to cost for 
undelivered sugar sold, and to market 
prices at the end of the year for unsold 


stocks, 
Income Accounts 
A prominent feature of this comparison 
is the comparative income accounts. These 


for SEPTEMBER 3, 1921 


income 


a 
as 


especially 


presented for 
and for 1916 
IV. It is 
note under 


accounts are 
three-year period 
shown by Table 
interesting to 


the income accounts of Cuba Cane and 
Cuban-American the items marked “mar- 


gin of safety.” 


This is the proportion of 


available surplus or net revenue left over 
after the fixed charges have been provided 
for. Do not confuse it with the percentage 
of surplus above charges as is usually 
assumed. 

Both Cuban companies show a high per- 
centage of marginal safety. Cuba Cane 
for 1920 having 82% and Cuban-American 
at 95%. 


General Sugar Conditions 


To be fully conversant with sugar com- 


panies alone is not sufficient for the care- 
knowledge, 
though it be in a small way, should be 
had about the general condition of crops, 
supplies, rumored shortages, etc. This en- 
ables an investor or a shareholder in a 
sugar company to “feel” which way to 


ful 


jump. 


Some idea of the cataclysm which has 
taken place in the sugar market is had 
when it is known that for twenty-five years 
preceding the war, raw sugar ranged in 
price from a low of 1% cents to a high 
In the mid-summer of 1920, 
raw sugar sold at no less than 23% cents 
per pound, only to drop perpendicularly 
within a few months to below three cents. 


on page 644) 


of 5% cents. 


(Continued 


investor. 
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even 






































TABLE IV—COMPARATIVE INCOME ACCOUNT 


AMERICAN BEET SUGAR COMPANY, YEARS ENDING MARCH 31. 



































1921 1920 1919 1915 
Gross revenues ................... $11,269,266 $13,959,748 $7,981,747 $8,304,423 
Operating expenses ............-.. 10,784,442 11,164,058 6,358,456 6,877,645 
Net operating expenses ........... $534,824 $2,795,690 $1,573,291 $1,426,778 
Depreciation ..............sceeees 401,315 3€9,880 $72,551 176,989 
eS TEE oe eee oe $133,509 $2,425,810 $1,200,740 $1,424,654 
Preferred dividends ............... 300,000 $00,000 300,000 300,000 | 
i eee ne 1,200,000 a . ebsase 
DER wai ls cibk Ge txkeen oe Def. $166,491 $925,810 Def, $299,260 $1,124,654 | 
Earned on preferred .............. 2.66% 48.51% 24.01% 28.5% | 
Earned om common ............00. 0 sees 14.17% 6.00% 7.5% | 










AMERICAN SUGAR REFINING COMPANY, 


YEARS ENDING DECEMBER 31. 


















































1920 1919 1918 1915 

Net operating earnings ............ $1,802,437 $10,283,082 $6,661,684 $2,991,465 
aE pecggeniaemieS 7,019,564 4,967, ,925, 8,193,255 
| 
Total net income ................. $8,822,001 $15,250,618 $12,587,487 $6,184,720 | 
Depreciation charges .... 2,000,0 2,000,000 2,000,000 790,304 | 
Improve. and reserves .. 10,195,812 3,831,944 2,158,111 481,907 | 
$3,373,811 $9,418,674 $8,434,376 $4,912,509 
meee Oo 7 eee. «6 OL ? neem 685,471 | 
. $3,373,811 $9,418,674 $8,434,376 $5,597,980 
Dividends paid ...........-esee00: 7,312,470 7,649,969 7,812,470 6,299,972 
DD. adeacadseakeehéacseasesent $10,686,281 $1,768,705 $1,121,906 $701,992 
Earned on preferred ........--.6005 sc weuee 20.9% 18.7% 12.4% | 
sangiin 13.9% 11.7% 5.4% | 


Earned on common ............«++. 


Note—*The item marked ‘‘credits’’ 


represents expenditures for improvements in new con- 
struction during 1915 and is offset in depreciation of plant and equipment accounts. 









CUBA CANE SUGAR CORPORATION, YEARS ENDING SEPTEMBER 30. 












































1920 1919 1918 1916 

SeR. -QRBGRNGS 3 ccccwwcceeeoes cvccce $22,249,020 $11,069,881 $7,390,604 $14,729,087 
ENED GUID. acnccecceccoews cesses q§.- _seeess qe. § _ isbeese 918,689 
Depreciation reserve ........ 3,500,000 1,750,000 1,750,000 1,250,000 
Income Tax reserves, etc.. 4,248,301 979, 834,52 290,000 
ee CE. dales ccd ved ddcctine sted $14,500,719 $8,346,391 $4,806,079 $12,270,398 
SE A nine bdacpacocncventes 2,156, 5: 555,810 679, 91,386 
Reserve for bad debts ............ sevens ae | ONG Bees) 6 GO leeelies 
Surplus overcharges .............- $12,344,135 $7,384,581 $4,126,424 $12,179,012 
EE ED ncSocsenccceccens &2% 89% 82% 99% | 
Preferred dividends .............. 8,500, 000 3,500, 000 8,500,000 2,327, 505 
DE «. cobnbbahisosecqeeneccotegus $8,844,135 $3,884,581 $626,424 $9,851,507 
Earned on preferred .............- 24.7% 14.7% 8.2% 24.3% 
Earned om common .....-....555+5 $17.69 $7.76 $1.23 $19. 70 | 


(Per share of no par.) 










CUBAN-AMERICAN SUGAR COMPANY, YEARS ENDING SEPTEMBER 30. 




















































1920 1919 1918 1915 | 
Gross revenues ... ~~... 6. cece seenes $92,744,415 $50,767,165 $40,089,316 $23,366,625 
Operating expenses ............... 70,461,756 37,721,928 28 840,043 16,156,102 
Net operating earnings ........... $22,282,659 $13,045,237 $10,249,273 $7,210,523 
MB GRANGER 2c. cccccccece 1,006, 999,022 1,625,023 788,497 
Res. for war taxes, etc........... 8,500,000 4,000,000 Pn. - seceee 
BD ede Vcc ccdecenccccceccousee $12,685,862 $8,046,215 $5,124,250 $6,422,026 | 
Fixed charges .......--ceecssevees 568,671 954,918 297,047 €27,978 
Surplus See coddcoteuecoed $12,117,191 $7,091,297 $4,227,203 $5,594 Lane 
Margin of safety .......cseceeeees 95 88% 82% 
Dividend preferred ..........++++- 552,566 552,566 552,566 1, 108 1 182 
Dividend common ........+...+++: 4,000,000 1,000,000 See st weak. 
$5,538,731 $2,674,687 $4,488,916 
89.8% 53.5% 70.9% 
65.4% 36.7% 70.6% 
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For an Investment of $20,000 


A Selection to Yield Over 7% 
By JOHN MORROW 


F you asked one of our many would- 

be cynics how to invest $20,000, he 

would probably declare himself a 
downright pessimist, an unbeliever, a 
man of little faith, and tell you to 
put the money in a savings bank. But, 
if conditions are so gloomy, so de- 
pressing, and the outlook so blank that 
no opportunities at all exist for the 
safe investment of funds in securities, 
why risk even a savings bank? Why 
not dig a hole in the back yard and 
bury the family roll? ; 


An Ideal Time to Invest 


Anyone who has $20,000 in surplus 
funds to invest at the present time is 
fortunate in that he has a chance to 
make his investment during a _ period 
of business depression and relative 
stagnation. If he has 


would be fair enough, but the return 
can be raised somewhat above that with 
reasonable safety. Some __ optimists 
might say “I ought to have 10%,” but 
that is a bit racy, and not in keeping 
with conservative policies—and con- 
servatism practiced now may prevent 
insomnia later on. 

Diversification of principal is an ac- 
cepted policy. Andrew Carnegie put 
‘em all in one basket where he could 
watch ’em—and they hatched—but a 
Carnegie fills the horizon only once in 
a while. 

The average investor would bet- 
ter stick to the principle of diversifi- 
cation and scatter his risk. There is 
such a thing as too much scattering, 
which might have a result of spreading 
an investment over such a wide list 


trend of bond prices is obviously upward. 


The Great Divisions of Bonds 


Excluding municipalities, state and 
ernment issues, bonds may be roughly 
divided into three classes—public utili- 
ties, rails and industrials. 

The public utilities, “have been through 
the war” in more ways than one, and 
just now are coming up for air. Our 
public utility corporations have bec: 
buyers of materials and labor in wha 
was distinctly a “seller’s market,” bu 
now they are buyers in what is fast be- 
coming a “buyer’s market,” wherein the 
purchaser has something to say about the 
price he will pay for his labor and ma- 
terials. It is not necessary to go far t 
find a public utility issue which has all 
the “ear-marks” of a good investment, 
and representing , a 
company which, even 





watched the world of 
finance in recent years, 
he is doubly fortunate; 
for the experience will 
have taught him the 
danger of putting 
money in questionable 
securities. 

A citizen with sur- 
plus funds to invest 
today is a more sober 
individual than he 
who gayly spent his 
substance two years 
ago. On the other 
hand, he need not be 
over-timid. If he has 
a fair appreciation of 
“financial history, and 
some recollection of 
the experience of past 
depressions, he will 
know that although 
values may have been 
impaired, they have 


needs. 





“semi-investments;”’ and 
Then he selects individual securities to fit. 
By this means, the investor distributes his risk. He avoids the 


danger of pinning entire faith in one or two securities. Also, he 
enlarges his financial scope. He has more lines out. 


vestment programs.” 
sums ranging from $500 to $10,000. 


The accompanying article outlines a program for investing 
$20,000. As in other cases, it is open to revision to suit in- 


dividual requirements. 


THE VALUE OF A PROGRAM 


The successful investor follows a program. 


Knowing how much he has to invest, he determines to place so 
much in high-grade investments; so much in what may be called 
the remainder in speculative securities. 


To encourage readers in following this obviously wise proce- 
dure, the Magazine has recently published a number of these “‘in- 
The programs have covered investments of 


Readers are invited to request programs to suit their own 


through the war period, 
was able to earn in- 
terest charges with 
comfortable margin t 
spare. The bond 
mind is the 


Brooklyn Edison Co. 

General Mortgage 7s, 

Series “D” due De- 
cember 1, 1940. 


The current market 
price of this issue is 
about 100, or par, and 
at that price, obviously, 
the return is 7%. These 
bonds are listed on the 
New York Stock Ex- 
change, and were 
offered last fall at 
973. This general 
mortgage series “D” is 
secured equally with 
series A, B and C 
bonds. - The whole 








not been totally de- 
stroyed; and he also 
will recognize that because a corpora- 
tion must borrow money at high inter- 
est rates, that corporation is not 
necessarily weakened to an unrecover- 
able degree. 

In the effort to guide the man who 
wishes to invest $20,000 at the present 
time, a somewhat general plan must be 
followed. It must be subject to re- 
vision to suit individual cases. 


What the Investor Wants 


An investor of middle age, or just 
past, who has saved $20,000 will prob- 
ably think more of safety and of con- 
tinuity of income than of the oppor- 
tunities for appreciation in principal. 
If we are to assume that he has earned 
the $20,000, and not had it drop in his 
lap, then we can be sure that he knows 
what it means, and that he will want 
an income therefrom to be a cheerful 
provider for his less active years. 
Really, an average of 6% on $20,000 
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that the time and labor spent in watch- 
ing the status of the various securities 
would not be worth the supposed im- 
munity gained through such wide diver- 
sification. 

Better $20,000 placed in half a dozen 
good issues than scattered among 
double that number where absolute de- 
sirability might be sacrificed to the 
“God of Scattered Risk.” While, nat- 
urally, the writer does not claim that 
$20,000 should be put in one issue or 
two issues, he thinks that satisfactory 
results can be obtained by selecting 
half a dozen issues whose merits are 
thoroughly known, judged and balanced, 
and whose status and posisble change 
in position can be gauged by the aver- 
age investor without danger of losing 
perspective. 

The present action of the bond 
market will indicate that the peak of 
high interest yields has been reached 
and passed, and that the long range 


mortgage is subject to 
only $12,000,000 prior liens, which are 
underlying bonds of the corporation. 
Since 1904, Brooklyn Edison has paid 
dividends at the rate of 8% annually 
upon the outstanding capital stock, and 
over a period of years bond interest has 
been earned more than twice over, on 
an average. It will be seen that this 
bond runs almost 20 years, and is an 
issue whose yield and all around posi- 
tion renders it attractive for a portion 
of the contemplated investment. 
The Rails 
Perhaps the greatest field of choice 
is the railroad group. Here there are 
many issues of bonds, running from 
the highest grade issues, like the 
Atchison General 4s, for example, to 
those of the weaker roads whose posi- 
tion is still uncertain, and whose securi- 
ties have a speculative tinge. Bonds 
like the Atchison General 4s at current 
prices yield only a little more than 5%, 
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and it would seem better, under the 
circumstances of the investment, to 
select bonds which yield more than 
that. At the same time it is by no 
means necessary to approach weak is- 
sues with a speculative color. Here are 
four railroad bonds suggested: 


CHESAPEAKE & OHIO 
Convertible 5s/1946 


[hese bonds are a direct obligation 
of the company and secured by deposit 
of Chesapeake & Ohio Ist Lien & Im- 
provement 5s, 1930. The convertible 5s 
are convertible into common stock up 
to April 1, 1923 at $80 a share; from 
\pril, 1923 to April, 1926, at $90 a 
share; and from April, 1926, to April, 
1936, at $100 a share. It is obvious that 
this conversion privilege is of no pres- 
ent value with the stock selling between 
$50 and $55; however, irrespective of 
that, the bond at current market returns 
better than 6%, and Chesapeake & Ohio 
as a road is going to share in the next 
industrial revival and in the meantime 
is strong enough to pay interest on its 
debt. 

In the years from 1911 to 1918, Chesa- 


CHICAGO, ROCK ISLAND & PACIFIC 
Ist & Refunding Mortgage 4s/1934 


This issue is secured by direct and 
collateral mortgage on 5800 miles of 
road owned and on 1200 miles of lease- 
holds, traffic rights, terminals, etc. The 
issue is subject to $75,000,000 prior liens. 
It is not a senior mortgage issue, but 
is a strong junior security, and was 
undisturbed through the Rock Island 
reorganization. 

Since reorganization, the Rock Island 
has been doing relatively well, although 
the confusion and complications aris- 
ing from the period of Federal control, 
to some extent, have obscured the true 
position of the road. Rock Island is 
still paying full dividends upon the two 
classes of preferred stocks.. The Ist and 
refunding 4s are due in 1934. It is a 
comparatively short term issue, and at 
present prices the yield, as if held to 
maturity, is 8%, and the direct income 
return approximately 6%. 

TOLEDO & OHIO CENTRAL 
Western Division Ist Mortgage 5s/1935 

This issue is secured by direct mort- 
gage upon all the company’s lines, cov- 
ering 400 miles of railroad in Ohio, and 


are many which offer attractive induce- 
ments to the investor. One of them 
which readily suggests itself is the 


BETHLEHEM STEEL CO. 
Purchase Money & Improvement 53/1936 


now selling between 77 and 78, where 
the income return is 6.2%, and the yield 
over 7%. This issue is secured by a 
mortgage lien on all real estate and 
plants of the Penn-Mary Steel Co., in- 
cluding the steel plant and blast fur- 
naces at Steelton, Pa. and at Lebanon, 
Pa., and the shipbuilding plant at Spar- 
rows Point, Md. 

For the past ten years, the Bethlehem 
Steel Corporation has earned interest 
charges on an average of over twice 
Earnings during the current year do 
not compare favorably with those oi 
the years preceding the war, but the 
corporation is still earning and paying 
the common dividend of $5, and there 
seems to be absolutely no reason to 
anticipate a condition in the steel indus- 
try pressing enough to endanger inter- 
est on the bonds of the company. 


A Little Risk Here 
If the investor who has $20,000 to 





Amount Company 


Conv. 4s, 1 


Pfd. 
Pfd. 


7% 


7% 


6% Com. 
7% Com. 


| 
| * Excluding Commiss‘ons 


+ Curb Price 


Issue 
Ceneral Mortgage 7s, Series D, 1940 
946 


For an Iavestmant of $20,000 
Bonds 


Amount Sinee 


..Cal.-Arizona ist & Ref. 44s, 1962 
Ist & Ref. 4s, 1934 

Western Div. Ist & Ss, 1935 

Pur. Mon. & Imp. 5s, 1936 

Ist & Refdg. Ss, 1957 


Preferred Stocks 
196,676,609 
360,281,100 

Common Stocks 


225,128,500 
121,563,100 


Total Investment* 
Total Yearly Income 
Return on Investment 


Yield to Yearly Total 
Maturity Income Cost* 


$70 $3,000 
30 2,430 
2,370 

2,025 

2,400 

1,854 

670 


1,620 
1,635 

















neake & Ohio earned interest charges 
on an average of about one and a half 
times, and this proportion continued 
through 1919 and 1920. 


ATCHISON, TOPEKA & SANTA FE 
California-Arizona Lines ist & 
Refunding 4143/1962 


This issue is a direct obligation of 
the Atchison, and secured by a direct 
first mortgage on 288 miles of road 
constituting a portion of the Atchison 
main line from the western part of 
Arizona into California. 

As is well known, the Atchison is one 
of the strongest and most conservative 
of the American railroads. In the years 
preceding the war, the road earned 
total annual interest charges about two 
and a half times, on an average, and in 
the past three years the average has 
been about four times. These Cali- 
fornia-Arizona 4%s are a relatively long 
term issue, and are now selling around 
89 to yield about 5.8%. They are in 
every respect a good-grade issue. 
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subject to $4,000,000 prior liens. The 
Toledo & Ohio Central is owned by the 
New York Central system, and its lines 
run down to the Ohio coal fields and 
constitute a substantial feeder to the 
proprietary system. At the present 
market, these bonds may be bought to 
return approximately 6%. 


Industrials 


Under present conditions the status 
of the industrial corporations is per- 
haps somewhat harder to gauge than 
that of the public utilities or railroads. 
Many of the industrial corporations are 
in need of funds and frequently the re- 
sult of new financing is to shake some- 
what the market position of bonds al- 
ready outstanding. Then, too, the 
industrial corporations were forced 
during the war period to expand facili- 
ties, to rebuild plants, and in many 
cases practically to make over their 
physical equipment. 

Nevertheless, the above does not 
mean that bonds of the industrial cor- 
porations should be avoided, and there 


spend for securities wishes a bond 
which is a little more spicy than those 
enumerated above, he might cast an 
appraising eye’ on the 


HUDSON & MANHATTAN 
ist & Refunding 5/1957 


which are selling around 67, where the 
direct income return is 7.4%. 

Hudson & Manhattan has not had what 
would be called an enviable earnings rec- 
ord, but still has been able to cover in- 
terest charges with some margin to spare. 
The Ist and refunding 5s are practically 
the senior issue of the company. 

As is well known, the Hudson & Man- 
hattan operates the tube system from New 
York over to New Jersey and out to 
Newark, with a line running to Thirty- 
third street and Sixth avenue, Manhattan. 
The company is under the jurisdiction of 
the Interstate Commerce Commission. 
As an indication of its improving earning 
power, it may be mentioned that on April 
Ist, this year, it was possible to pay 2% 
interest on the adjustment income bonds, 

(Continued on page 654) 
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Answers to Inquiries 


CALIFORNIA PACKING 
Fairly Attractive 


_. What da you advise with regard to California 
Packing? I am contemplating the purchase o 
10 shares of this stock, but Nodese I do so 
would like to have an expression of inion 
from vou as ta whether you think this snvest- 
ment would he advisable. Have there been 
any changes in the affairs of this company since 
the time vou published your last article on 
California Packing?—P, D. 


California Packing has been affected by 
the general slump in business. Earnings 
at the end of the fiscal year ended Feb- 
ruary, 1921, amounted to a little over 
$4,000,000 compared with $7,000,000 the 
previous year. The company, however, is 
in excellent financial condition and seems 
easily in a position to withstand the dif- 
ficulties presented by current conditions. 
Its profit and loss surplus amounts to 
about $14,000,000. Capitalization is mod- 
est, in which instance, it compares very 
favorably with most industrial corpora- 
tions. 

California Packing is the largest packer 
of California fruit and vegetables and is 
one of the largest factors in the Hawaiian 
pineapple trade. The company is excep- 
tionally well managed, has no bonded debt 
or preferred stock and is understood to 
be earning a surplus above common stock 
dividends of $6 per share. 

The stock, of course, is liable to stock 
market influences and may be carried 
along with the rest of the market in the 
event of a protracted decline. However, 
on its intrinsic value and earning power, 
the stock is one of the better class specu- 
lative investments and is fairly attractive 
at the price of 60, where it is now quoted. 


CUBA CANE SUGAR 
Bought on Friend’s Advice 


I hold some Cuba Cane Sugar preferred, 
bought in the 6Qs on the advice of a friend 
who assured me the stock was cheap at that 
price. | hane never ceased to regret it since. 
However. crving over spilt milk does no good 
and what 7 would like to know now is whether 
im your opinion it would be advisable for me 
to add ta my holdines at the present price of 
below 20.—L. R. 


The Cuba Cane Sugar Company has 
suffered a fearful blow in the drop of 
raw sugar from above 20 cents a pound 
to about 3% cents. It is carrying a.very 
heavy load of sugar and a further drop 
in the market price of the commodity 
would inevitably have the effect of further 
depreciating the value of the company’s 
inventories. .The outlook is for some such 
thing to happen and unless the company 
manages to secure a loan which will 
finance its huge sugar surplus, it is pos- 
sible that there may be serious financial 
developments. 

Cuba Cane is also excessively capital- 
ized and this is an unfavorable factor. 
The decline in the market price of the de- 
bentures is disturbing and serves to indi- 
cate the uncertain status of the company. 

While we cannot recommend an invest- 
ment in the securities of this company, 
except possibly the debentures, neverthe- 
less the fact that you have bought the 
preferred stock at much higher levels 
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should be taken into consideration. At 
the current price of below 20 it might 
be advisable for you to average on your 
holdings, with the full realization that the 
undertaking is highly speculative. Never- 
theless as it sometimes occurs that com- 
panies on the brink of disaster miracu- 
lously: pull themselves away from the edge 
of the threatening abyss, so it is possible 
that Cuba Cane may somehow extricate 
itself from its troubles. 

The entire matter is conjectural and it 
is improbable that the directors of the 
company themselves know how things 
will turn out. Inasmuch as there is a 
possible chance of recovery we would 
advise you to risk a little more and buy 
some more of the stock. 


AGWI 5s 
A Purchase? 


Please give me your opinion on Atlantic, 
Gulf & West Indies of 5% collateral trust gold 
bonds. Would vou consider them a good pur- 
chase at the present price of about SO0?— 
L, & & 

Certainly the Atlantic, Gulf & West In- 
dies 5s are the most attractive of the com- 
pany’s securities, and despite the great 
difficulties recently besetting the company 
we can see no reason why the bonds should 
not turn out to be a profitable speculative 
investment after a reasonable period. 
AGWI has entered a period of very much 
reduced earnings and its French under- 
taking has turned out to be lamentably 
unprofitable. Additionally, both the oil and 
shipping business in which the company 
is engaged, has suffered severely from the 
current depression. However, while the 
company will experience a lean and per- 
haps a very lean period, it is worth taking 
into consideration that the company was 
always able to meet its interest on the 
bonds even in the period prior to the war. 
Annual interest payments on these bonds 
amount to only $650,000 and this rela- 
tively small amount should be covered by 
the company. While there are uncertain- 
ties surrounding the company, the bonds 
appear attractive at current levels as a 
good speculative investment. They will 
be reviewed in detail in the next issue of 
the magazine. 


A $3,000 BOND INVESTMENT 
For a Long Term 


Kindly suggest some bonds which vou con- 
sider suitable for an investment of about $3,000. 
preferably with interest falling due August and 
February. Tt ie my desire to obtain the highest 
a. ad yield compatible with absolute safety— 
N. V. 


You have not stated whether you desire 
long or short term investments. How- 
ever, we assume that you prefer to invest 
over a long period in which case the fol- 
lowing should be suitable for your pur- 
pose: Michigan Central coll. 3%s yield- 
ing about 6% ; Colo. & Southern ref. mtge. 
4%s yielding about 7%; Central Pacific 
refunding guaranteed 4s yielding about 
6%; Armour & Co. 4%s yielding over 
6%; Corn Products 5s yielding 6%; and 


Am, Tel. & Tel. 5s yielding slightly over 
6%. 

There are many other good bonds and 
from all appearances quite safe and we 
refer you to the Bond Buyers’ Guide ap- 
pearing elsewhere in this magazine which 
includes a comprehensive list of bond in- 
vestments suitable for various needs. 


TEXAS COMPANY 
Is It Sound? 


Would appreciate an analysis of Texas Com 
pany and your opinion as to the prospect for 
dividends, Is thig company im a sound posi- 
tion and how is it affected by the low prices 
for oil? —H. N. 


The company has been affected by the 
decline in demand for refined products of 
which it is an important producer. The 
decline in crude has also been of some 
effect since it lowered the value of the 
company’s inventories. Earnings started 
to decline toward the end of 1920. In that 
year, the net amounted to $5,500,000 
against $11,000,000 the previous year. 

Texas Company is a self-contained or- 
ganization and with the exception of the 
Standard Oil companies there are none so 
well fortified to withstand current depres- 
sion. The company has always been lib- 
eral with stockholders and in a period of 
prosperity may be relied upon to con- 
tinue this policy. Dividends amount to 
3% on the $25 par common stock. 

Unless the depression im oil should be 
prolonged beyond a period now expected 
there is no reason why the current rate 
should not be maintained. Texas stock 
may be considered attractive around pres- 
ent levels of 32 with the idea of holding 
it as a long-distance speculation. 


LOW-PRICED STOCKS 
When Will They Advance? 


great decline in the price of 
such stoacke ae Marine common. Cuba Cane 
Sugar common, American Ship & Commerc: 
Columbia Graphophone and some others, I have 
determined to purchase 10 shares of each. I[ 
am quite well aware that there has been a ver 
good reason for the decline in those issues and 
understand | am taking a speculative chance 
What 1 would like to know is your opinion a 
to when the next bull market will come, as 
appreciate the fact that none of the stocks 
intend ta purchase will move up on its ow 
initiative avd that all of them will depend o1 
hetterment ‘nm the stock market in general— 
S. F. G. 

It is as difficult to prophesy when the 
next bull market will commence as it is 
difficult to tell whether next winter will 
be very cold or not. This all depends on 
factors some of which have not even made 
their appearance as yet and others which 
are barely commencing to work. No one 
can foretell the future and we do not 
pretend to know when the next bull mar- 
ket will start. 

However, of this you can be assured: 
Inevitably business conditions will improve 
and keep improving. The foundations 
will be laid for a bull market and we 
shall have one. It would be strange if 
the present bear market were not followed 
eventually by a long upward swing be- 
cause thus far there has never been a bear 
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market without a bull market following. 
This may take a year or it may take five 
years. In the meantime you will be hold- 
ing stocks of companies the low price of 
whose shares indicates that there is trouble 
ahead. It may well turn out that these 
companies may not be in existence at the 
time of the commencement of the next 
broid upward swing or they may have 
bec) reorganized, wiping out a considera- 
ble part of their equity. This is the chance 
yo. are taking, but if you are in a posi- 
tio: to take such a risk your idea may not 
be such a bad one as speculation in low- 
priced stocks sometimes turns out very 
profitably. It simply amounts to a race 
between the companies whose stock you 
are going to own and the present period 
of depression. The question is: Which 
will give up first? 


INT. MERC. MARINE PFD. 
For a Long Pull 


indly gine me your opinion on International 
rcantile Marine preferred for the long pull. 
ivchased some of this stock at 71 and have 
ery heary loee im it which I would like to 
e up by huvine some more of the stock at 
ind present fosees of 39. Do you think the 
spects for the company poald warrant my 
ing more of the stack?—N. 


[he shipping industry is extremely de- 
pressed on account of the falling off in 
international trade, and International Mer- 
cantile Marine along with the other ship- 
ping companies is affected to a great ex- 

The company, however, has built up 
very large surplus during the war-years 
and appears to be in a position to with- 
stand the present extremely competitive 
conditions. Earnings for 1920 showed a 
surplus above the $6 dividends. Last 
month the semi-annual dividend of $3 a 
share on the preferred stock was declared 
and paid, thus indicating the confidence of 
the directors in the .ability of the com- 
pany to make both ends meet even in the 
present unfavorable period. 

The company is well managed and run 
on an efficient and economic basis. There 

e 42% back dividends due on the pre- 
ferred stock and it is probable that when 

nditions have improved sufficiently this 

nount will be gradually liquidated. The 
ck has had a very severe decline dis- 
unting the present situation. Consider- 
ing its high earning power and the good 
liquid positior of the company, there is 
reason to believe that the dividends 
nnot be maintained. Of course, should 
the present depression in the shipping in- 
dustry be continued for a very long 
riod, undoubtedly the company would 
have to take drastic dividend action. 
llowever, this appears rather remote. 


FOR SAFETY 
A List of Bonds 


Kindly recommend a list of bonds suitable 
ry an éuvestment of a fund belonging to a 
idow who necessarily wishes to get as good 
vield ac consictent with safety. The bonds, 
-werer, must he sound issues; sure of paying 
heir interest—H, R. H 


Among gilt-edge bonds suitable for the 
nvestment of a fund such as is described 
bove are the following: Delaware & 
Hudson Ist 4s, 1943; Southern Pacific Ist 
ts, 1955; Burlington General 4s, 1958; 
Union Pacific 1st Mortgage Land Grant 
is 1947: N. Y. Central General Mortgage 
3%4s, 1997; and Chesapeake & Ohio Gen- 
ral Mortgage 4%s, 1992. These bonds 
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would average about 54%. For a higher 
yield, not quite as safe as the above, we 
recommend the following: Armour & Co. 
Real Estate 4%4s, 1939; International Pa- 
per 5s, 1947; Amer. Tel, & Tel. 5s, 1946; 
and Western Union 4s, 1950. The latter 
bonds average a yield of about 6%. We 
would also refer you to the Bond Buyers’ 
Guide giving a list of gilt-edge, middle- 
grade and speculative bonds. In the gilt- 
edge list will be found a number of ex- 
cellent issues suitable for conservative in- 
vestment. 


A LITTLE MISUNDERSTANDING 
About a Bond 


On Saturday, fa” 25, the price range 
Amer. Tel. & l. Conv. 65. was 99% high 
and 99% low. On that day @ broker sold for 
me a $500 bond of this issue, and, tae | 
to his statement, my bond was sold at 98. 
protested. claiming a price of not less than 99 
for the bond, or % point below the low price 
of the day. Was ! justified im protesting?— 
A, D. S. 


A $500 bond is considered an odd lot in 
bond transactions, just the same as 
amounts less than 100 shares are consid- 
ered odd lots in stock transactions. When 
you trade in $1,000 bonds, however, you 
get the full market value. If you desire 
to buy or sell a $500 or a $100 bond you 
are compelled to accept a lower price in 
selling and to pay a higher price in buy- 
ing. If you are dealing with a responsible 
broker, there is no reason to doubt his 
statement that your bond was sold at a 
concession from the market of from 1 to 
1% points. This is the customary prac- 
tice and in your place, we would be in- 
clined to consider the transaction closed. 


for 


ITALIAN LIRE 


Not an Investment 


T have heard that Italian lire offer a good 
speculative opportunity at present quotations 
of about 4,32, and am considering an invest- 
ment of $1,000. If lire go back to their par 
value of about 19 cents I stand to make about 
$3.000 on my investment of $1,000, Would 
you sucerst thie as a good way to make 
money?’—N. N. L 


In the first place, the purchase of Italian 


lire or practically any other European 
currency cannot be considered an invest- 
ment under present conditions. It is ex- 
tremely doubtful that parity will ever 
again be reached by any of these ex- 
changes, even including sterling. There is 
a very good reason for the decline in lire, 
marks, francs, etc. That reason is the 
impoverished condition of these countries 
as a result of the devastating effects of 
the war. It will take many years to build 
up these countries’ finances to a point 
where they will recover part of their old- 
time standing. Financial conditions in 
Europe are chaotic and under the cir- 
cumstances an “investment” in lire or any 
other European currency is considered in- 
advisable. If you have a surplus to invest, 
there are plenty of American securities 
offering excellent profit possibilities. We 
suggest, incidentally, that you read the 
article “Is Foreign Money a Good In- 
vestment?” on an earlier page of this 
issue. 


WESTERN PACIFIC 
Strong Financial Position 


Am still holding 100 Western Pacific bought 
at 26. Notice that earnings fell off considerably 
with the result that the e 51 down to 23. Do 
you advise holding?—C. Jr. 


Western Pacific is a well thought of 


as a long-pull speculation, although the 
stock has not acted well in the past few 
months and is now down again to very 
near its low point of June. Western 
Pacific earned $1.59 a share in 1920 and 
a net income of $2,500,000 compared with 
$800,000 two years ago. 

This company received over $8,500,000 
Federal compensation which wiped out all 
indebtedness to the Government for capital 
expenditures and consequently places this 
road in a strong financial position. Some 
plan probably will be worked out event- 
ually looking to a merger with Denver & 
Rio Grande. Eventually the company 
should be in a position to pay dividends 
on the common stock. The capitalization 
is small and accounts for the wide fluctua- 
tions in the stock. The stock is still 
recommended as a fair speculation among 
railroad stocks. 


ST. PAUL and OTHERS 
Speculative Issues 

Please inform me whether you cousiiior St. 
Paul » #4. bought at 42 a good 
have also 40 shares of Southern soll op “75, 
10 Studebaker at 75 and $1,000 French The 
bond at 95. What do you think of these issues? 
Also would like to know your 
Paul's future and valuation "s 
and Southern Pacific.—L. N. 

We see no oe ty whatever at 
present to purchase St. Paul preferred as 
the dividend is not cumulative and the 
chances that it will be put on a dividend 
basis in the near future are remote, to 
say the least. Southern Pacific should 
be held as the company seems to be able 
to earn its dividends by a wide margin 
from railroad operations alone. The stock 
gives a good yield at current figures and 
although it has already had a good rise 
from around 68 to the present price of 
77, it is still attractive. 

Net capitalization of St. Paul per mile 
is approximately $52,000 and that of 
Southern Pacific $46,000. The French 
bonds are fairly good and all might be 
held. Studebaker, however, is very specu- 
lative and if you are dependent on income 
would advise your selling this issue on a 
material bulge substituting for it some 
good railroad bond like the Big Four de- 
benture 414s which give a yield of nearly 
8% at present prices. 


inton of St. 
e¢ of this road 


TIRED OF SAVINGS BANKS 
Wants to Speculate 


In the past five years I saved up about $2,500, 
which I keep in the savings bank. I am frankly 
discouraged with these slow results and I think 
I ought to be further along the road to financial 
independence ait my age of 37. I am tempted to 
take a chance in the market seeing that stocks 
are very low. Would you be so kind as to sug- 
gest a few that have a chance of coming back 
sav within the next year or twol—E. K. 


We have the greatest sympathy for you 
and other persons in your position. It 
does get discouraging to save little by 
little especially when these results are con- 
trasted with those possible to obtain 
through a lucky stroke in the market. 
However, we cannot conscientiously advise 
your speculating with the whole of your 
savings as this would be foolhardy. Why 
not risk, say, one-third, or about $1,000? 
Then if you went wrong you would still 
have some left to fall back on. 

Among good speculative issues which 
should eventually show enhancement in 
market value are the following: U. S. 

(Continued on page 657) 
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Courtesy National City Co. 


Building Your Future Income 


Our Own Questionnaire 


(1) Were drastic declines in commodity prices inevitable following the termination of the war in Europe, or were they 
a sign of avoidable weakness in our business structure itself? 


(2) What commodities were in the most vulnerable position a year ago? 


(3) Has deflation in these commodities caused wholesale confusion, or has it taken place “smoothly” and with a 
minimum of business disturbance > 


(4) Have failures been on a large scale since liquidation began? 


(5) Have these failures been confined, largely, to small, poorly managed concerns; or have they included many very 
large concerns? 


(6) Has the price of copper, of pig iron, of grain, of sugar, of coffee, and all other staple commodities been com- 
paratively “firm” in recent months, or have drastic declines continued ? 


(7) What is the general trend of events in Europe? Are not the most serious problems—such as payment of Ger- 
man reparations; arrangement of the peace; settlement of Russia’s internal problems—approaching solution? 

(8) What is the attitude of the Harding administration toward business? Is it constructive or destructive? 

(9) Are taxes on the downward trend? 

(10) Is labor more or less tractable than it was two years ago? 

(11) How have bond prices acted in the last two months? 

(12) What is the position and outlook of the American railroads at this time? Are they meeting success in the efforts 
to cut down expenses? Are the executives, very gradually perhaps, but persistently, nevertheless, restoring efficiency ? 

(13) The Studebaker Corporation and the Ford Motor Company are spoken of as leaders of the automotive industry. 
Have the sales of these two “index” companies been large or small since the beginning of the year? Increasing or declining? 


(14) What has been the action of the money market lately? Have definite reactions in money rates occurred or are 
“prohibitive” rates still being asked? 


(15) Reviewing your own answers to the above questions, is the broad, economic outlook encouraging or discouraging ? 


628 THE MAGAZINE OF WALL STREET 





The Business Woman’s Old Age Income 


A Plan for Providing It 
By FLORENCE PROVOST CLARENDON 


EW women care to look forward to an 
F indefinite continuance in business life. 

However successful the woman may 
have been, however strong the interest in 
her work, there is a desire—perhaps but 
subconsciously felt—for release from 
business life in declining years. 

In questioning business women on this 
subject—whether novices in the financial 
world or those who have been longer in 
the field of work-a-day life—it is interest- 
ing to learn their plans, however tentative, 
for the “autumn days.” One will reply 
that she intends starting a chi¢tken farm 
“sometime”; another wants to retire to dig 
and plant in the garden of her coveted 
bungalow; another hopes to wander far 
afield and spend her sunset days in some 
quiet nook of old Devonshire ; while a few, 
very few, want leisure to study music, 
literature, or art. One or two are frank 
to admit that they might be persuaded to 
marry, if promised a fair personal allow- 
ance in married life to compensate for the 
relinquished income of independence. The 
practical business woman who weaves 
dreams for the future will systematically 
prepare to preserve in her old age the in- 
dependence which she has attained in her 
earlier years. 

The intelligent and capable woman of 
today is earning an excellent income and 
spending it generously. A good appear- 
ance is an important asset in her business 
career, as it is in a man’s. Her clothes, 
therefore, represent a large item of ex- 
pense. Living expenses cut a big slice out 
of the business woman’s income, and as 
“Jill” must play as well as work, the cost 
of amusements, holidays, and occasional 
travelling are not unimportant items in her 
year’s budget. 


The Danger 


This is all quite right, and may be 
looked upon as the well earned fruits of 
independence. But if the business woman 
is not saving as diligently as she is spend- 
ing, it is quite possible—nay, altégether 
probable—that, when her earning power 
has waned or ceased, she may be obliged 
to revert to that dependent female class 
she was wont to pity in the heyday of her 
business career. 

It is stated that ninety per cent. of 
the women in this country who are over 
sixty years of age are dependent upon 
relatives or friends. To the self-sup- 
porting woman this is not a pleasant vision 
for the eventide of life. In a number of 
business corporations, as well as in city 
and state organizations, there are now 
excellent pension plans for employees, 
which frequently include sickness, dis- 
ability, and death benefits. The woman 
who is employed in a financial institution 
which thus provides for its staff works 
with a keener interest and a more con- 
tented mind, for she knows that when her 
earning powers have waned she may still 
look forward to a small income which 
will give her a certain independence in old 
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age. The system, however, is by no 
means general. No matter how generous 
the provision may be under such pension 
plans, there must necessarily be a material 
decrease in the employee’s income upon re- 
tirement. Assuming that a woman may 
retire on half pay at age sixty, she will 
find it quite difficult to adjust her living 
expenses to the decreased income. The 
far-sighted woman will provide against 
this contingency by starting a savings fund 
in early business life which will augment 
her pension and give added comforts in 
old age. 

How is the average business woman, 
particularly the woman on moderate 
salary or income, providing for her old 
age? She may have bought a few Liberty 
Bonds, perhaps taken some more or less 
successful “fliers” in the stock market— 
mostly unsuccessful—and made the usual 
resolutions on January first regarding her 
savings bank account. But is she saving 
regularly and systematically? Is she sav- 
ing a definite monthly or yearly amount, 
without backsliding? Experience has 





This is the first article dealing 
with a financial problem entirely 
from a woman’s point of view that 
we have published in some time. 

We are interested to learn from 
our readers whether articles of 
this type are desired for future 











shown that without a definite direction the 
impetus to save weakens after the first 
flush of thrift has paled. 


A Systematic Method of Saving 


Perhaps the most systematic method of 
saving is by means of an Endowment 
Policy in a life insurance company. There 
is a gentle compulsion in the payment of 
premiums, stimulated by the _ regular 
notice sent by the company prior to each 
premium due date. There is a pride in 
the possession of an estate thus created, 
satisfaction in the ability to pass the pre- 
scribed physical examination, and an ever 
increasing respect for the investment which 
spurs the holder of an Endowment Policy 
to continue this means of guaranteed pro- 
tection for the future. The optimistic 
young woman who declares “I can save 
my money just as well by putting it in 
the savings bank,” if pinned down by a 
straight question as to how much she 
ought to save every month, will probably 
admit that theory has been stronger than 
practice and that there has been consider- 
able backsliding in attaining the ideal. 

Yet another interest weds the business 
woman to her Endowment Policy. Many, 
indeed a very large number, of self-sup- 
porting women are responsible for the 
assistance or even maintenance of one or 
more members of their family. An Er 


dowmert Policy not only protects the 
future of its holder, but in event of the 
insured’s death at any time after the first 
premium is paid and prior to the maturity 
of the policy the proceeds immediately re- 
vert to the beneficiary she has selected. 


A Popular Policy 


The 20-Year Endowment Policy has 
been such a popular form that many 
people who are ignorant of the flexibility 
of insurance plans are not aware that the 
Endowment is issued for any other term 
of years. The young business woman of 
thrifty disposition and limited means will 
find that a 25 or 30-Year Endowment will 
provide a satisfactory savings fund, with 
annual dividends, and protection for 
mother or sister in event of her death, at 
a lower rate than is necessary under the 
shorter Endowment. On the other hand, 
an older woman of fifty years of age who 
anticipates retiring on a pension at age 
sixty may with advantage take a 10 or 
15-Year Endowment which will mature at 
the time she retires from business or pro- 
fessional life and will provide an interest- 
ing addition to her funds at that time for 
a trip abroad or other cherished plan. If 
the annual dividends are left with the 
company to accumulate at interest, they 
will form a comfortable addition to the 
face value of the Endowment when it 
matures, 

Insurance statistics have proven that in- 
sured self-supporting women are longer 
lived than insured men, and a recent mor- 
tality table shows that: 

693 women out of 1,000 at age 30 will 
live to be 65 years old. 

587 women out of 1,000 at age 30 will 
live to be 70 years old. 

456 women out of 1,000 at age 30 will 
live to be 75 years old. 

307 women out of 1,000 at age 30 will 
live to be 80 years old. 

These figures point to the advantage for 
a self-supporting woman to plan in due 
season for her maintenance at the period 
when her earning powers may have ceased. 

The modern woman, like a man, views 
with aversion the thought of old age 
dependency. Even when help is gener- 
ously extended, there is a sense of humilia- 
tion to the woman who has been self-sup- 
porting. When help is grudgingly given 
the situation is pitiable. One form of life 
insurance is designed to meet this issue, 
the Old Age Income Plan, which guaran- 
tees independence in older years. An in- 
come may be arranged for $25, $50, or 
more per month, as desired by the in- 
vestor. The income may be provided for 
ten years only, beginning with age sixty, 
though it may better be continued 
throughout life. The cost of it may be 
settled in ten years, in twenty years, or 
continued by yearly payments until age 
sixty when the income commences. 


The Income 
For instance, a young woman twenty- 
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five years old can get $25 a month com- 
mencing at age sixty, guaranteed to con- 
tinue throughout her life thereafter, and 
the cost in ten premium payments would 
be $200 a year. Thus the total maximum 
premiums in ten years would be $2,000, 
but as this is figured on the rates of a 
“participating” company, the annual divi- 
dends paid to the insured would be large 
enough to make an appreciable decrease in 
the cost of the protection. If the holder 
af the Endowment Policy should decide 
when attaining sixty years of age that she 
preferred to take the proceeds of the 
policy in a lump sum, the guaranteed cash 
payable on her surviving to that age is 
$3,842—or $1,842 more than she has paid 
in premiums, apart altogether from the 
question of dividends. 

In case the holder of such a policy lies 
before attaining sixty years of age, a 
monthly income of $25 payable for ten 
years is guaranteed to her beneficiary 
named in the contract. 

If the young woman prefers smaller 
yearly payments, the Old Age Income 
Policy may be paid in twenty annual pay- 


ments, in which event the premium at age 
25 to secure the income for life after age 
‘sixty is $123 a year, and the policy would 
be free from all further payments by her 
when she is forty-five years old. 

There is yet another way in which this 
protection may be procured, and that is 
by paying premiums up to age sixty when 
the income commences, in which event of 
course even smaller annual premiums are 
necessary. In this way a young woman 
twenty-five years old may obtain an Old 
Age Income, with exactly the same 
guarantees when she is sixty years old, as 
in the other cases, for a payment of but 
$93 a year, less annual dividends. 

Twenty-five dollars a month as a life 
income during old age may look small to 
the salaried woman of today, but it marks 
the difference between penury and a 
modest independence. Its possession 
would be a God-send to many an old 
woman who now chafes against her de- 
pendence on relatives whose support is 
given with all too grudging a spirit, and 
to whom “pocket money” is something 
that exists in name only. 





Marriage Need Not Interfere 


“But I may marry” interpolates th 
young business woman, “and then wher 
is the need of my Endowment Policy o; 
Old Age Income?” Quite true, she may 
marry. But marriage does not mean tha 
the saving propensity should cease. Fey 
married women would be averse to receiy. 
ing the proceeds of a matured Endowmen 
in middle life or old age, and the fac 
that his wife has created a fund of this 
kind before marriage will appeal to the 
practical man as an evidence of her 
thrifty instincts which is worthy of e. 
couragement and help. 

The business woman owes it to herself 
to make definite and systematic provision 
for her future. If her saving is along safe 
and conservative lines she is not apt to 
weary in well doing. As her income in. 
creases she will continue to divert a por- 
tion of it. to the channel which promises 
guaranteed safety, irrespective of “market” 
fluctuations, thus insuring that the even- 
ing of life may, be passed in peaceful com- 
fort and the blessedness of continued con- 
fidence in her own independence. 


Points for Income Builders 


ETTING the hard shots and missing 

the easy ones is a common complaint. 

It must be because you concentrate 

more determinedly when a 
comes at you. 

This department, after getting a good 

many hard shots for a good many months 


swift one 


missed an easy one in the last issue. An- 
swering a question as to the trading prac- 
tices of the new New York Curb Ex- 
change, it swung wide of the mark, tripped 
on the baseline, and hopelessly messed its 
return. 

The fact is, the New York Curb Ex- 
change, although indicated as being “sans 
ticker service,” is equipped with a perfectly 
good service. In fact, the installation of 
a ticker service for reporting transactions 
on the Curb was probably the chief in- 
centive for organizing the new market as- 
sociation and putting it under a roof. 

The Curb Exchange Ticker Service is 
supplied by an organization known as the 
Curb Ticker Co., an independent organi- 
zation. Members of the Exchange are 
naturally entitled to the use of the tick- 
ers, but applications for them from out- 
siders must be passed upon and approved 
by the officers of the Exchange before 
they can be accepted. 

An additional record of Curb transac- 
tions is contained in a daily transactions 
sheet which is printed and issued after 
practically the same manner as that put 
out by the New York Stock Exchange. 


To the writer of this particular para- 
graph, the new Curb Exchange building, 
undoubtedly as clean and effective a piece 
of architecture as there is in New York 
City, always has something of the unbe- 
lievable about it. No financial writer 
but was familiar with the old Broad 
Street curb market, and it’s difficult to 
picture the oil-skinned, grimy and howl- 
ing mob that used to trade out on the 
street properly if not ostentatiously housed 
in a pretentious establishment. 
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It harks back to the day when the old 
Curb was “discovered”; that is, the day 
shortly after war began when Wall 
Street suddenly realized that the war 
babies-to-be were, for the most part, 
listed on the Curb. That was when Elec- 
tric Boat was being dealt in, very occa- 
sionally, at somewhere around $7 a share 
—with the mad house open for the man 
who suggested that it might ever sell at 
$600 a share; before Kennecott Copper or 
Midvale Steel were organized; before 
Magma had its sensational advance from 
something like $7 to—I think it was 
$5914. 

And that was also before the proposi- 
tion to house the Curb, to put its trading 
procedure on a_ business-like basis by 
going where a ticker service could be in- 
stalled, was conceived. 

Omnia mutantur, nos et 
illis! 


mutamur in 


Liquidating Value 

Wall Street statisticians, who take an 
unholy delight in juggling figures, have 
hit on a plan for “evaluating” stocks 
which has become very popular in recent 
years. First they determine what the 
company in question owns, in respect of 
all forms of marketable property. Then 
they estimate what that property is worth, 
based on current values. Then they de- 
termine what the company owes, in the 
form of outstanding paper or outstanding 
securities, then they subtract the latter 
from the former, divide the result by the 
number of common shares outstanding 
and proudly point to the quotient as the 
“liquidating” value of the common stock. 

Objection might, perhaps, be taken to 
the procedure. Imagination balks at the 
attempt to picture any really large cor- 
poration being forced to liquidate entirely 
and being able to liquidate at anywhere 
near current figures. 

Still, the statistical experts stick to their 


method as being theoretically justifiable; 
and a sufficiently large body of stockhold- 
ers, emerging penniless from a reorgani- 
zation, has still to rise up and say them 
nay. 
Good Will 

The name for a figure which some cor- 
porations are said to have inserted on the 
necessary side of the balance sheet in or- 
der to make the darned thing balance. 


U. S. Steel 


Arundel Cotter’s book on United States 
Steel is worth the reading of any investor 
whether or not he holds. shares in the 
Corporation. This department was led to 
consult it to obtain a concise view of the 
increase in the COorporation’s property 
holdings since its organization. Says Mr. 
Cotter: “. . . additions since 1901 would 
constitute a new company, larger in prac- 
tically every respect than was the Steel 
Corporation at its birth. And this expan- 
sion has been achieved with little addition 
to the book value of the properties, which, 
at the end of 1901, was carried at $1,437,- 
494,863 and in 1919 at $1,573,661,547. 

“And, of course, there have been further 
additions during 1920. Complete figures 
for that year are not available at the time 
of writing but property account as of 
December 31, is estimated at $1,620,140,- 
000 and working capital at $595,952,000. 

“Nor has this expansion been accompan- 
ied by the addition of a single penny to 
stock capitalization. In fact the amount 
of preferred stock has been reduced, as 
has the annual charge on earnings for 
bond interest and preferred stock divi- 
dends.” 


Marshal Spoonts 


If only for his liquidly euphonious 
name, Mr. Marshal Spoonts, whose lette:- 
head locates him at Fort Worth, Texas, 
deserves mention in these columns. But 

(Continued on page 657) 
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How Investing Helped Me Grow 


The Story of a Debt That Had to Be Assumed 


Editor's. Note: The article which follows is 
one of the contributions received from readers 
in the course of a prize contest held last fall. 
Except for minor changes to conform with the 
requirements of our pages, it is printed exactly 
as received. 

’ Plan for Achieving Financial In- 
M dependence was formed early in 
life, and given impetus by just what 
tle implies, until it had become a 
mn. I did not have much to save 

but for ten years, I saved all I 
and I saved too much, because— 


I Saved in the Wrong Way 


I saved money that should have been 
spent. I saved it blindly, letting it lie in 
bank; and because it came so hard, grew 
so slowly, and produced so little, it re- 
solved itself into a long-pull drudgery and 
produced a bad effect upon me. When I 
wished to spend it for proper recreation, 
I thought of how long it had taken me 
to accumulate what I had, and how far 
back I would slip. I had acquired an en- 
tirely false conception of it. 

Imagine my despair, when at the end 
of this period, I suddenly felt myself mor- 
ally bound to assume the debts of another, 
and as it appeared at the time, to let most 
all of my life-savings go. I became very 
bitter and resolved never to save another 
cent as long as I lived. Then something 
happened : 


I Got Into the Stock Market 


e transaction itself is of no interest. 
ought a stock on the N. Y. exchange, 
nd happened to get into a rising market. 
n three months I had several hundred 
llars profit (about 40%). But what a 
change it produced in me! Money was 
xible thing after all, and right there 

dollar lost a lot of its Almightiness. 
\Vhen I assumed the obligation just men- 
tioned, I did it grudgingly, and with many 
harsh words, that I regret to this day. 1 
could not excuse the person who put me 
in such plight, for it came through’’specu- 
lation, and I had no toleration for those 
who speculate. Money was too hard to 
get. But with my own good fortune, I 
began to see the other side, and before it 
was too late, I made amends for my un- 
spcrtsmanlike attitude. The stock market 

ha’ saved me, 

urthermore, the market gave me an 
tcrest in life, such as I had never had 
efore. I began to read the trade jour- 
; in the different lines of industry, to 
stuly the history of stocks, and attempt to 
forecast the future. That my forecasting 
was pretty punk is beside the question. It 
was the attitude I took toward life, and 
some of the great truths I learned that 
was worth more than any possible market 
profit, The only way one benefits by 
great truths is to live them, and it is al- 
most impossible to live them in one phase 
of life and neglect them in the other; they 

permeate and become a life philosophy. 
I know that speculation is the cause 
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6f much tragedy; I know that the much 
maligned stock exchange has no such 
motives as I may seem to credit it. But 
I do say, and I hope without blas- 
phemy, that some of the most impor- 
tant truths are stabbed into one as no 
sermon could, by the~different phases 
of the market. When stocks are at 
bargain levels, and one has no funds 
saved, behold the Five Foolish Virgins! 
Or last fall, when persons with great 
profits refused to take them, holding 
for more and more, recall the rich man 
who would build greater barns, and 
whose soul was required of him! 
















How I Traded 


From now on, I had a real motive to 
save. My thoughts have always run to 
pictures and I am a good deal influenced 
by them. I conceived of the iceberg, seven- 
eighths under water, and I patterned after 
it. I put the bulk of my savings in safe 
things, and only speculated with the upper 
structure. It turned out later that most 
of the money that I thought was lost, was 
returned to me, so I had something to work 
with. I give below a list of the transac- 
tions I have made, since 1916. Bear in 
mind that, in most cases I only carried 
one speculation at a time, so I never had 
much capital involved, and I feel proud 
of the showing and encouraged as to what 
I can do in the future on the New York 
stock exchange, dealing only in the old, 
seasoned stocks. 


Cost 
$600 


Profit 
$260 
100 
110 
80 
202 
120 


Amount 
Copper 
Traction 


500 
Sp RETA Sa 500 
578 
410 


$3,088 


$872 


Had I used my whole capital for the 
above purchases I would have made five 
times this profit in these transactions—but 
I am glad I didn’t. I would have broken 
my rule. 

At the risk of spoiling a good story, I 
must admit my idea of “profits” was as 
wild as my idea of capital was conserva- 
tive. In the two things, I was a Dr. 
Jekyll and Mr. Hyde. Just because they 
were “profits” I felt at liberty to gamble 
with them in all sorts of reckless things, 
a little at a time, in which I would not 
have dared put my capital, and the result 
is, that my profits are about gone, though 
my capital is not only intact, but has been 
increased by savings, which I never would 
have had, had I not traded, for I was dis- 
gusted with blind saving—the market 
made saving a pleasure. And never again 
will I despise “profits.” 

You will note that I have shown no 
losses in my regular stock exchange trans- 
actions. I have had paper losses, but the 


only real loss was recently when I pur- 
posely took it, as I needed the money; had 
I held it, I would have made a profit on 
today’s price. Outside of that I have 
never lost a dollar in the old, seasoned 
stocks. 


Wealth Not Expected 


I do not expect to become wealthy in 
the market. To do so, I would have to 
forsake my iceberg metaphor. To make 
big profits I would have to take big risks, 
put my entire capital into speculative is- 
sues. So I am working now to get a 
very high, safe return on my present cap- 
ital, something like 25%, and I believe I 
can eventually. If I buy say a stock for 
$500 and sell it for $650, and put the pra- 
ceeds into a gilt-edged investment, I get a 
much higher return on my original $500 
than I could ordinarily get with safety. 
By following this plan, trying to work up 
the income of my present capital, I am 
always satisfied with a reasonable profit,— 
which is a great advantage. 

Now I have a plan which makes saving 
money easy. I have made mistakes in the 
past, buying at the wrong time, because I 
always wanted to be in the market. I 
have another way of being in the market 
which satisfies me just as much as owning 
stocks. For instance, I intend to buy U. S. 
Steel some day. So I carry a savings ac- 
count, called my “U. S, Steel Account” in 
which I deposit a certain amount each 
month, and when I do purchase U.. S. 
Steel I will do my best to purchase it at 
the right time. If I do, I should make a 
profit on it, and will put the whole fund 
into an investment. So when I deposit a 
dollar in my savings account, I tell myself 
I am depositing a dollar and a half, and 
judging by my past experience with stocks 
of that class, I believe I will make good. 
At any rate I will havé my savings, and 
without this incentive, I am sure I would 
not save at all. It is too long a pull, I 
have been there and I know. 

Now the market, followed as I have done 
(I mean the New York stock market), is 
certainly a “life sweetener.” I often use 
it to lay my burdens on. If I am put to 
some extraordinary expense in my daily 
life, some loss or misfortune, or wish to 
help someone “out of a hole,” I console 
myself with the thought “the market will 
pay it back—some day,” and that “some 
day” is véry important. It will, if I am 
not in too big a hurry, and wait for the 
right time. 


Value of a Program 


To sum up, I think if a man has a de- 
finite plan, and can think in good strong 
metaphors, which will steady him in times 
of great apparent profits, or staggering 
losses;—keep him cool—and he is not in 
too big a hurry, and does not ask too 
much, the market will prove a blessing and 
will pour out to him a pro-rata abun- 
dance, sweetening his life and enabling him 
to reach what all self-respecting persons 
want, Financial Independence. 
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The Hunger for Gold 


How It Secures the Position of the Gold Miners 


“If the dollar were at par we could 
do business,” is the burden of com- 
plaint from the Argentine. 


“Our exports to Europe in the fiscal 
year ending June 30, decreased no less 
than $1,455,000,000, leaving a net re- 
duction of $1,213,000,000 in the balance 
of trade.” 

“The country’s net import of gold in 
the first half of 1921 has run well above 
$350,000,000.” 


“The British financial position is 
perilous and calls for immediate gov- 
ernment and parliamentary action. The 
Chancellor of the Exchequer must be 
relentless, ruthless and remorseless in 
restoring the national equilibrium or 
Great Britain cannot survive.” 


ROM whatever angle you view it there 
is grave economic difficulty. There 
is another downward swing of 

European exchanges. Before the war, 
currencies backed by gold were not 
subjected to fluctuations so violent, ex- 
cept during crises. If exchange was 
adverse, bullion could be _ shipped. 
When the European Allies supported 
their exchanges there was stability. 
After the Armistice, the Allies having 
“pulled the peg,” deflation set in. Each 
country, as Sir Leo Chiozza Money 
points out, was free to reflect the de- 
gree of inflation which existed within 
that country, consequently exchange 
rates have risen or fallen as trade 
varied—and we have an itmpasse which 
bankers declare will continue until 
rigid economies are in force and effect, 
industrial tranquility is established, in- 
ternational credits are arranged—and 
greater production everywhere is in 
evidence. 


The American Problem 


With approximately one-half of the 
world’s visible gold and staples and raw 
materials which other countries must 
have, the United States occupies a pedes- 
tal it cannot vacate, unless it is prepared 
to go more than half-way to relieve the 
embarrassment of debtor nations. Despite 
its unprecedented gold reserves and en- 
larged capacity for production, it finds 
itself in a class by itself where enforced 
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By ALEXANDER GRAY 


inactivity prevents its vast hoardings 
from functioning. Depreciated currencies 
abroad, liquidation at home, the precipi- 
tate drop in commodities, reduction in 
discounts during the fiscal year 1920-21 
amounting to $1,300,000,000, and in note 
circulation of $867,000,000 in the first half 
of 1921, emphasize the complexities of a 
position which economists and bankers 
have only partly succeeded in eliminating. 

Alone among the nations of the earth, 
America is fortified with prodigious gold 
reserves. Phenomenal as those reserves 
are, they are ineffectual for other than 








There are few men better quali- 
fied to discuss the subject of gold 
in its broadest economic phases as 
well as those related specifically to 
the industry than Mr. Alexander 
Gray. As Assistant Professor of 
Electrical Engineering at McGill 
University and later as head of the 
electrical engineering department 
at Cornell University, Mr. Gray 
has attained distinction in his field 
such as comes to few. His in- 
cisive method of dealing with the 
current gold problem and his cour- 
age in advocating increased gold 
production at a time when so 
many economists have set them- 
selves on record as being against 
such a course is admirable. While 
all may not agree with his con- 
clusions, they are delivered in a 
straightforward fashion and are 
clearly presented. 




















domestic purposes, in the absence of ex- 
tended credits. Public debts overseas and 
unrest if not contests at arms, the over- 
plus of inconvertible paper created for 
war purposes—the billions of uncollecti- 
ble debits—are staggering humanity. Be- 
wildered capital and unwilling labor have 
precluded initiative. Overbalancing what 
safety and soundness exist, there are the 
indigestible unsound currencies unaccepti- 
ble at usurious discounts because they 
represent merely the residues from the 
battlefields. 

In the circumstances bankers are ob- 
durate. That some of them were not al- 
ways so when they concurred in spurious 
issues, however great the emergency, is 
all the more reason why they should be 
circumspect pending that equilibrium 
which will give measure for measure, 
value for value. As a means whereby 


this equilibrium may be attained, as one 
of the mediums through which discredited 
nations by increased production may right 
themselves, bankers are now urging the 
necessity for gold mining on a larger 
scale, They do not encourage speculation 
in gold shares, although that would be 
an inseparable accompaniment of greater 
production. What they seek is a return 
to a specie rather than a paper basis, 
knowing that gold is the one standard 
upon which the nations can trade equably. 


Need of Increased Output 


Gold again is barometric, its purchas- 
ing power being enhanced as materials 
and commodities depreciate. “The value 
of money,” said John Stuart Mill, “is de- 
termined like that of other commodities, 
temporarily by demand and supply, per- 
manently and on the average by cost of 
production.” Gold being a commodity, its 
value in terms of services and commodi- 
ties is governed to a great extent by the 
cost of production. That value being 
assured—apart from extraordinary condi- 
tions—its use more than ever is desired. 
As one New York banker expressed it 
“One thing needed as a stimulant is an 
increased output of gold—anywhere and 
everywhere—the value of the metal is un- 
impaired. To the contrary, gold—more 
gold—is one of the indispensables.” 

In line with this, are the remarks of 
Mr. Samuel Evans, chairman of Crown 
Mines at the Witwatersrand, whose com- 
pany is producing about 4% of the world’s 
‘gold supply. Representing the largest 
factors in gold mining, intimately re- 
lated to The Statist, being a close stu- 
dent of economic affairs, and realizing 
every phase of what confronts producers 
and sellers, buyers and consumers—the 
necessity for increased production and 
broader markets, Mr. Evans holds that 
gold is the one stabilizer that will be more 
in favor throughout. He said: 


“The annual production of gold in 
the world has diminished by about 
27% since 1915, whilst the probabili- 
ties are that in the course of thc 
next few years the demand for gold 
will be greater than it has been at 
any time since the adoption of the 
gold standard by England in 1816 
During and since the war the desire 
for gold among the peoples of the 
Far East has been enhanced and the 
use of it for currency purposes has 
been extended both there and in 
South America. In Russia paper 
money ceased to have any value some 
time back. An attempt is being made 
to buy and sell with short-dated work 
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youchers, When that, and perhaps 
some other equally futile experiments 
fail, it is almost certain Russia will 
come back to gold without any paper 
money at all in circulation, as Mexi- 
co did five years ago and as France 
did after the Revolution. And the 
time- cannot be far distant when the 
areas which constituted the old Aus- 
trian Empire, and other countries 
whose paper currencies have become 
almost valuless, will also be obliged 
to abandon paper money for gold, 

doubt with units containing far 
less gold than their pre-war money. 
History shows that the appetite for 
gold is intensified among populations 
who have for long periods experienced 
the extreme discomfort and the har- 
rassing uncertainty of a constantly de- 
preciating paper currency, The in- 
habitants of the belligerent countries 
vill not only want back the £400,- 
000,000 of gold which since 1914 
their governments have exported to 
other countries in and outside of Eu- 
rope, but a great deal more. Once 
they return to specie, a reversion to 
paper money, however well secured, 
vill be most unlikely so long as gov- 
ernments are subject to the control- 
ling influence of those who have for 
ears suffered the ruin and misery 
f an inconvertible paper currency 
regime. Undoubtedly the capacity of 
the inhabitants of Russia and neigh- 
boring states to absorb gold is enor- 
nous, and it is quite conceivable that 
n a not distant future, the peasants 
f those countries will be exporting 
timber, furs, cereals, dairy and other 
products of the field and the forest 
it prices in gold lower than anything 
ver heard of before. That means 
that it is within the bounds of possi- 
lity that the time may yet come 
vhen the Crown Mines will find it 
‘rofitable to start again at the out- 
rop and mine_ three-pennyweight 
Main Reef.” 


The Cost Outlook 


low soon the costs of gold production 
and the interchange of commodities will 
arrive at the economic millenium fore- 
casted by Mr. Evans, neither he nor any 


other authority will care to prophesy. 


The European nations, almost without ex- 





ception, are seeking credits, and are pro- 
ducing to the limits of their capacity while 
restricting imports whenever possible. 
They need foodstuffs and raw materials, 
and what they are producing under de- 
based currency conditions is enabling them 
to underbid competitors. But the Ca- 
nadian Bank of Commerce, in its latest 
bulletin asserts: 


“On the basis of the current scale 
of wages in Germany and on this con- 
tinent, and at the present rate of ex- 
change, the equivalent of labor costing 
$40 in Canada or the United States 
costs in Germany only $5. This phase 
of the inevitable adjustment is, how- 
ever, of a passing character, for as 
industries revive in continental Eu- 
rope, the needs of its population will 
expand. Moreover, as the basis of all 
trade is an exchange of commodities, 
these nations will sooner or later have 
to accept the products of other coun- 
tries in order to dispose of their own 
manufactured articles. The economic 
law concerned will continue to govern, 
despite the superabundance of tariffs 
and restrictions.” 


Gold Miners Confident 


In any event, the “exchange of commo- 
dities,” the granting of credit to permit 
of that exchange, will be accomplished 
upon a gold basis. Anticipating this, 
bankers are disposed to foster the gold 
mining industries. So confident are the 
chief factors in those gold industries of 
strength of their position, if labor and 
materials conform to their expectations, 
the chairman of the Anglo-French Ex- 
ploration Company, at a meeting held in 
London, said: 


“The gold premium has so far been 
regulated by the rates ruling for 
American dollar exchange. The ques- 
tion which naturally agitates the 
minds of holders of gold shares is— 
How long will the premium on gold 
last? There is no doubt that a re- 
arrangement of this country’s debt to 
the United States would affect the ex- 
change, but the general opinion seems 
to .be that gold will command a pre- 
mium for some years to come. Gold 
is the one metal in universal demand, 
and at the same time the quantity pro- 
duced in the world, as apart from the 
Transvaal, shows a heavy falling off. 
Last year the entire production of the 
world was only 70 millions (taken at 





the standard value), as compared with 
95 millions only a few years ago.” 


Assuredly, if the price of gold comes 
down, the cost of its production will drop. 
It.is one of the ironies that the United 
States has been seiling its gold to manu- 
facturers at less than cost—$20.67—the 
pre-war price—instead of regulating the 
sale by the law of supply and demand. 
But there is nothing more certain than 
that the appetite for gold will have to be 
satisfied—and that gold production is in 
higher favor among international bankers. 
They comprehend all that was conveyed 
a year ago by the Financier of London: 


“We see all the great countries of 
Europe struggling with immense diff- 
culties owing to the great manufac- 
ture of paper money and the resulting 
inflation. ' Great Britain’s difficulties 
are bad enough, but those of many 
other European countries are infinitely 
worse. The United States is in this 
respect the most favored of all, and 
it is practically the only country that 
can be said to have a free market for 
gold. The great mass of paper is in 
most countries no longer linked with 
gold, but is linked with debt only, and 
before paper money can become linked 
with gold once more, these massive 
debts must be removed or consider- 
ably reduced. This applies, for in- 
stance, to our own mountainous float- 
ing debt and likewise to our indebted- 
ness abroad, especially to America. 

“But a greatly increased output of 
gold will not remove the difficulties 
against which these debt-laden, cur- 
rency-inflated countries labor if they 
will not make the fullest use of their 
energies in increasing their natural 
wealth. Gold from the mines will not 
irresistibly flow towards any unless 
they can attract it by the magnet of 
wealth production. The more rapidly 
they and ourselves produce wealth the 
sooner shall we be able once again to 
link our paper currency with gold 
in other words, to re-establish the 
gold standard. And while producing 
wealth, nations must likewise econo- 
mise. In short, they must not con- 
sume more than they produce and at- 
tempt to exist as a parasitic individual 
does.” 


Gold is what is urgently required at 
the arterial centers—and that is why its 
status is 
gloom. 


secure amid the surrounding 
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Petroleum 


Facts About Mexican Oil 


The Production Outlook—Taxes and Tariffs 


By H. L. WOOD 


Editor’s Note—H. L. Wood, known to our readers as the preventer of sound truth about oil, prepared the accom. 


panying article in the course of an extended trip through Mexico. 


In view of the general disagreement among local 


authorities as to the Mexican oil situation and outlook, more than usual interest attaches to Mr. Wood's review. 


Tampico, Mex., Aug. 22.—Two trivial 
details of the crude oil industry seem to 
encourage hope for higher prices for 
crude oil, meaning the payment of pre- 
miums in Oklahoma and offer of pre- 
miums in South Texas, and the recent 
advance of 15 cents for two grades of 
Kentucky crude. The payment of pre- 
miums in Mid-Continent fields is by small 
“skimming” plants anxious to secure 
limited quantities of gasoline crude near 
the plants, and has no market significance 
to far as regular pipe line quotations are 
concerned. In Kentucky the Standard’s 
purchasing agencies want more light 
crude than they are getting and the ad- 
vance of 15 cents is really their way of 
offering premiums just as independent re- 
fineries do when they can get the desired 
grades in no other way. The payment of 
premiums is in no sense an indication of 
any shortage of crude oil, but shows that 
a few refiners who are out on a limb, in- 
dustrially speaking, are short. There is 
still more crude oil being produced 
throughout the United States than con- 
sumption demands, or is likely to demand 
for many months. 

In the best producing districts of the 
United States an important percentage of 
drilling for new production is being done 
by a few strong companies, noticeably 
those of the Standard group. The Stand- 
ard group of crude oil producers have 
been urging less drilling until over-pro- 
duction ceases, but in their own operations 
continue fairly active in most fields and 
in some districts very active in complet- 
ing wells that increase production. In- 
dividual and small corporate producers 
do not like this somewhat inconsistent at- 
titude, but about the only way this dislike 
can be expressed is in talk. The talk 
concentrated in efforts to secure a tariff 
against importations of crude oil, partic- 
ularly importations from Mexico. To 
date the Congress has been unfavorably 
disposed toward any petroleum tariff, and 


it does not now appear probable that such . 


a tariff will be enacted. Without at- 
tempting to offer any argument for or 
against a tariff, prohibitive or revenue, 
applied to petroleum, it is more informa- 
tive and interesting to note the changed 
conditions in Mexico, for conditions have 
changed, quickly and portentously, in 
Mexico. 


Supply and Demand 


Tariff advocates have been so insistent 
that oil producers in the United States 
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cannot compete with oil producers in 
Mexico that it is more than entertaining 
to watch the law of supply and demand 
work in Mexico with one eye and with 
the other eye watch the working of the 
same law in the United States—always 
with some slight reservations, as indi- 
cated, to cover natural commercial, in- 
dustrial and transportation manipulations 
traceable to competition and the always- 
present desire for control. 


As I write this in the petroleum 
metropolis of Mexico the same local con- 
ditions prevail as began to be apparent 
last February in the metropolis of the 
Mid-Continent oil fields of the United 
States. These conditions may be sum- 
marized in a very noticeable slump in 
drilling operations, the departure of 
American drillers and workers for en- 
forced vacations in the states and the idle- 
ness of hundreds of native field workers; 
idleness of many of the 170 tank 
steamers (78% American owned) so busy 
several months ago and the consequent 
falling off of 65% of petroleum exports 
from Mexico, largely to the United 
States; and the usual assignments of rea- 
sons for the changed conditions. In 
Tampico—that has for several years ex- 
perienced a great boom because of oil— 
the high prices incidental to successful 
oil development still prevail, but with a 
greatly-lessened demand for the high- 
priced commodities of commerce because 
of the departure of many well paid 
workers and the lack of purchasing power 
by those who remain but are idle all or 
part of the time. 

The few big producers of oil in Mexico 
cannot now find the market for their 
product that existed three or four months 
ago, even at lowered prices, and the few 
small producers who had a ready sale for 
their crude oil at the wells to the 
stronger concerns owning transportation 
facilities are now without an outlet, con- 
sequently without income. This situation 
has suddenly developed without the help 
or acceleration of a tariff in the United 
States. The trend of talk in the United 
States is that oil producers have been 
ruined by non-taxed imports of Mexican 
oil, and the trend of talk in Mexico is 
that oil producers have been ruined by ex- 
port-taxed oil. The outstanding feature 
of crude oil production in the United 
States and in Mexico is that producers in 
both republics are in identical predica- 
ment as to fundamentals and in violent 


T 


disagreement as to cause and relief. It 
is at least entertaining to the disintere<ted 
beholder. 

In the United States oil producers tell 
us that a tariff will restore departed pros- 
perity; in Mexico they tell us that pros- 
perity departed when the baby tariff 
came. In both republics they are agreed 
that prosperity is on vacation. If Pros 
perity is wise it will remain on vacation 
until the violence of the disagreement has 
abated, for the oft-repeated assertion that 
tariff is local appears to be grounded in 
truth. 

A Few Facts in Mexico 


It may help to a partial understanding 
of the immediate situation in Mexico to 
cite a few price items that go to form the 
cost and profit approximately of Panuco 
crude, prefacing the citation with the ex- 
planation that Panuco crude is produced 
along the Panuco river a few miles west 
of Tampico known as the north field, be- 
ing a heavy crude ranging from 12 to 16 
degrees, Baume, gravity, and distinctly a 
fuel grade having no gasoline content. If 
the buyer of Panuco crude is exceptionally 
fortunate in being able to arrange for the 
use of local pipe lines from individual 
wells he may get the crude aboard a barge 
at 20 cents a barrel of 42 American gal- 
lons. If fortune continues the barge of 
crude may be brought to Tampico tanker 
docks for 5 cents a barrel. Government 
tax (since July 1) and bar dues are 
29 cents a barrel, to which must be added 
2% cents terminal charges, and a further 
charge of % cent a barrel for termina’ 
pumping. There is thus a fixed price 0! 
57 cents per American barrel for Panuco 
crude any independent buyers must pay 
under the most fortunate condition to get 
the crude oil in transit outside the juris- 
diction of the republic of Mexico en route 
to a market. To the 57 cents must be 
added 22% cents a barrel water freight to 
Galveston, Texas—or a price of 79% 
cents per barrel delivered in the nearest 
U. S. port, where the market price now 
to liquid fuel consumers is 90 cents per 
American barrel f. o. b. tank cars. As 
stated, the average buyer direct from the 
average well owner must know his way 
about to deliver Panuco crude oil at Gal- 
veston at 80 cents per American barr«! 
at lowest actual cost, leaving no buyer's 
profit. More often than not he will have 
to pay anywhere from 7 to 10 cents, per 
American barrel more than 7934 cents to 
get Panuco crude oil afloat outside the 
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three-mile limit, or mighty close to the 
gelling price f. o. b. tank car in the nearest 
ort of entry. 


Mexico’s Cheap Oil 


hears that crude oil can be bought 
well in Mexico at 10 cents an 
an barrel, and in isolated cases 
t may be true, at least relatively true; 
statement is only theoretically true, 

y explained above. The owner of 
ividual well in Mexico who offers 
10 cents a barrel—or even at 15 
1r, to stretch the margin, at 20 
has no visible connection with the 
world’s oil markets beyond his 
ow tank. Quite obviously, unless 
vy adjacent pipe line and terminal 
s buyers, or the independent 
nt buyer, comes to his relief 
h the incentive of needing or de- 
his crude oil, the individual well 
in Mexico is an infinitesima! atom 
international petroleum horizon, 
uite as obviously, helpless. He is 
s helpless as a rancher in Wyoming 
auls a thousand bushels of Irish po- 
fourteen miles to the nearest rail- 
nd sells them at 3 cents a pound is 
ss to ameliorate an Irish potato 
in Chicago or New York, where 
verage Irish potato consumer pays 
18 cents per pound for the nourish- 
iber. And in Mexico they tell you 
ll the tariffs the United States can 
will neither “freeze” nor “thaw” 


U.S 


oil at Panuco, Mexico, unless the 
| is so hungry for it that the world 
s to Mexico and provides all the ap- 
nances for getting it from his flow 


: to Fall River, Massachusetts. 
the other hand, the owners of 5-bar- 
ells in Oklahoma, Kansas, Illinois 
and Kokomo, Indiana, believe—or seem 
to—that if the Panuco producers can be 
annihilated they can lay their good old 
U. S. erude oil down at Fall River, 
Mass., at $3.50 per American barrel of 
42 vallons. If Chairman Fordney can 
assimilate these contradictions and make 
‘em work satisfactorily it’s all right with 
me; I’m merely furnishing the “makin’s.” 
What is said of Panuco crude and its 
cost and delivery price is likewise true 
of the crude produced in the Tuxpam or 
southern field, where the gravity is 19 to 
20 degrees, Baume, and the price per 
barrel at the well ranges around 40 
cents. This better grade Mexican crude 
contains considerable gasoline-naphtha- 
kerosene distillate, obtained in topping 
plants and refineries strung along the coast 
from Tampico, Mex.; Houston, Port 
Arthur and Beaumont, Tex.; New 
Orleans and Baton Rouge, La.; to Balti- 
more, Md.; and Providence, R. I.; to 
Halifax and Montreal, Canada. Up to a 
few weeks ago Tuxpam crude was quoted 
at $1.20 per barrel f. o. b. tanker at Port 
Lobos and was delivered at North Atlantic 
ports early in 1921 at $3 to $3.30 a barrel 
and latterly at $2.24 a barrel. The added 
tax as of July 1 last, ranging up to 47 
cents American gold, detracts considerably 
from the net profit previously taken when 

everything shipped found a market. 


Mexican Producers’ Grievance 
Just as U. S. oil producers have asked 


for Government help in competing with 
cheap Mexican crude oil and domestic 
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trade manipulations, so U. S, citizens 
operating in Mexico have asked the U. 
S. Government to force the Mexican Gov- 
ernment to reduce its petroleum levies 
and to generally behave itself. As to 
what is genteel behavior on the part of 
nations there appears to be some difference 
of opinion. Just as citizens of the United 
States differ about their own Government, 
so alien individuals and corporations in 
Mexico differ as to the equities of Mex- 
ican statutes and regulations. Taxes and 
tariffs are translated locally in Mexico 
just about as they are in the United States, 
and some oil operators continue to do 
business as far as supply and demand will 
permit, and “propaganda” prepared in the 
United States is prevalent in Mexico just 
as “propaganda” prepared in Mexico is 
prevalent in the United States. The task 
of sorting propaganda from truth results 
in more or less dissatisfaction; but, thank- 
less as the task is, some one must under- 
take it. 

Beginning in .July the oil business in 
Mexico experienced a pronounced decline 
all along the line. The number of new 
wells starting is now much smaller than 
it was two months ago; shipments of 
crude and treated oil have slumped 
heavily ; hundreds of employees have been 
laid off temporarily and are either visit- 
ing in the states, are en route there or are 
loafing in Mexico, and some of those em- 
ployed will be paid something less than 
formerly as the high tide of boom prices 
recedes. Even at lower prices and profits 
partially or entirely submerged—as con- 
tended by some operators—by increased 
taxes, Mexican oil is now consumed in 
smaller and lessening volume in the United 
States. As visualized in the first casual 
glance the plight of oil producers and 
their retinue in Mexico is so nearly identi- 
cal with the plight of their colleagues in 
the United States that the difference is 
wholly negligible. The cause of the de- 
cidedly unpleasant slump and depression 
appears to be so nearly idéntical in both 
republics that it is consuming time friv- 
olously to indulge in academical discus- 
sion. The consumption of refined petrol- 
eum is less than the production of crude 
petroleum, therefore the business of pro- 
ducing, refining, transporting and buying 
and selling of petroleum is not so profit- 
able as it was in the United States last 
January and in Mexico only sixty days 
ago. Everybody in the oil business has 
personal proof of the fact and freely ad- 
mits it, here in Mexico as in the United 
States—perhaps more freely in Mexico 
because the beginning of the dullness is 
more recent. Tampico, as an oil metrop- 
olis, is losing its luster and may soon be 
suggestive of a peacock moulting. By the 
same token Tulsa, U. S. A., as an oil 
metropolis, subtracts now where it for- 
merly multiplied. 


Brotherhood or Black Hand? 


Growing into oil centers because of 
similar conditions, why should Tulsa and 
Tampico be at outs because the uninitiated 
millions elsewhere use less crude and re- 
fined oil than they did when celebrating 
the armistice at the Versailles Festival? 
Will Tulsa’s high neck and long skirt 
style of tariff cause the world to burn 
more expensive gasoline than Tampico’s 
decollette pattern? It sounds utterly 


foolish and futile, to be sure; but there 
has always been a sort of parity between 
crude oil and beer—not near beer but far 
beer. When Tulsa had growing pains and 
crude oil sold (when it did sell) at 35 
cents per 42 gallons beer sold at 40 cents 
per one-eighth of a gallon, and everybody 
felt prosperous. Later, when Wyoming 
crude oil sold, in spots, at 50 cents per 42 
gallons a quart of Budweiser beer sold 
hilariously at $1.50. Here in Tampico, 
with Panuco crude oil draggy at 20 cents 
per 42 gallons, an eighth of a gallon of 
real beer sells for one peso, or fifty of the 
same kind of cents paid for a barrel of 
Panuco crude. The cause of these parities 
of beer and crude petroleum is probably as 
obscure as the tariff parities of the United 
States and Mexico, and seemingly just as 
popular. When considering the refine- 
ments of beverages and petroleums the 
classification consistently links gasoline and 
champagne; and here in Tampico only the 
high-powered boys can overtake the gold- 
en pesos. Maybe Secretary Hughes will 
show us the open door, the ideal de- 
mocracy, the brotherhood of oil producers 
and oil consumers, the parity of republics, 
Tulsa to Tampico without change. 


Cause and Effect 


The pronounced slump in the oil busi- 
ness came so quickly and is of such recent 
origin that few people—even many oil pro- 
ducers—have fully realized the cause as 
yet, consequently the casual verdict rests 
on two rather equivocal reasons. The 
first reason assigned, frequently with the 
air of injured innocence, is the new Gov- 
ernment tax that became effective July 1 
and that is believed by some people to be 
excessive enough to prevent profitable ex- 
portation of the crude oil and distillates so 
taxed. The rather sudden suspension of 
drilling and shipments naturally lead to 
the conjecture that those American 
operators who suspended operations did so 
because of the excessive tax. The other 
and slightly compounded reason is that 
the agitation in the United States for a 
tariff on imported petroleum, to be made 
prohibitive if possible, caused enough anxi- 
ety by Mexican operators pending the 
consummation to induce them to curtail 
operations, with a flare of desire to show 
the Mexican Government that the effect of 
the increase tax in producing more revenue 
would be nullified by the production and 
exportation of less oil. It will not be at- 
tempted here to prove or disprove either 
of these alleged causes for the suspension 
of work and consequent slump in business. 

It is more reasonable to assume that 
Mexican operators found less demand for 
their oil because of slack consumption in 
the United States, where the petroleum in- 
dustry is fearfully depressed, and has been 
for months, with no immediate prospect of 
better conditions, and took advantage of 
the opportunity presented in heavier taxes 
to reduce expenses. This view is not so 
much an assumption as a demonstrated 
fact, and a very natural recognition of a 
trade condition. 

Referring to the reason based upon tariff 
agitation in the United States, admitting 
the widespread and earnestly-expressed 
demand for a tariff against Mexican oil, the 
premature slump of the industry in Mexico 
seems to have quickly reacted against the 

(Continued on page 654) 
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HEN the editor told me td write a few sagacious words 
on the subject of “Common Sense in Speculation” I tried 
to explain that, while I had had much opportunity to 
study the vagaries of speculation, my acquaintance with com- 
mon sense was painfully limited. This excuse didn’t save me; 
the editor said, I would do well to get busy, so I went to the 
nearest place where, in the editorial rooms, one might meet and 
observe Common Sense—the dictionary. 

First I looked up Common and found it to be “something 
which is general, usual, ordinary and shared by all the members 
of a class.” It seems to mean the opposite of exceptional and 
rare. 

Taking, then, Sense to mean wisdom or knowledge, 
common sense in speculation must be the wisdom or 
knowledge that is general, usual, ordinary and shared 
by all the members of the speculative tribe. 

Before going any farther along this path of pure 
reasoning perhaps we better find out just what is 
Speculation. In a late issue of THE MAGAZINE OF 
WALL Street A. T. Miller defines speculation as 
“the buying or selling of property for profit.” 
Now, I don’t know Mr. Miller, but he must be 
much younger than I am and more of an 
optimist. His definition should be amended 
to read, “Speculation is the buying or sell- 
ing of property with the expectations or 
hopes of realizing a profit.” 

Which follows as the night the 

day, Common sense in speculation is 
the ordinary or average man’s 
procedure in buying or selling 
property with the hopes of 
making a profit. But the 
editor’s idea, I take it, is 
that I shall not cover the 
universe, explaining mi- 
nutely the tradings in all 
of the known commodi- 
ties, but confine myself 
to dealings in se- 
curities. In as few 
words as possible 
to tell the tale of 
the average man’s 
experiences in the 
Street; that’s the 
idea. 

















































The Average 
Man’s Opinion 
In a democracy 






Common Sense in Speculation 


What Is Common Sense, Anyway?—Why Isn’t It a Little More -—, 
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Let’s put on our horned-rimmed specs and look over the aver. 
age trader’s transactions of the past two or three years. Before 
we have done much looking many of us will be agreed that 
the intelligence displayed has been in most cases more commes 
than exceptional. Most of last-year’s trades will appear to ys 
as the village gleaming through the rain and the mist which 
caused the poet to moan about that feeling of sadness coming 
o’er him which his sou! could not resist. There may be a 
who look back to last year with joy and gratitude but m st of 
us who were seeking profits got something entirely differen 
irom those things we sought, and we received them in a place 
and manner more irksome than pleasant. 3 
Such being the case, doesn’t it raise in your mind a 
doubt as to the efficacy of average or common sense ia 
speculation ? Isn’t it a matter in which we shouid be 
guided by rare and exceptional sense in preference 

to the common or garden variety? 


Cause for Wonder 


As one studies the trading methods of the 
average speculator the wonder grows that 
so many stagger as long as they do along 
the flexuous and ill-lighted highway of 
speculation. , 
“Nothing for nothing” is one of na- 
tures first laws. Yet, here in a busi- 
ness where the rewards for the 
worker, the thinker, are so great, 
are to be found thousands of 
mental vagrants who complain 
because wealth does not fall 
into their laps uncoaxed by 
any physical or mental 
exertion. 
It is an enlightening 
commentary on why so 
many people fail to 
make money in Wall 
Street that few 
traders know how, 
or are afraid, to 
sell short. They 
horn into a game 
knowing nothing 
of one side of it 
and mighty little 
of the other. Many 
AMG OLLINS men who won't 


play golf with you 






















held to be right 

because it is that 

of the majority, and we Americans are fond of saying we have 
faith in it as such. Whether this faith is warranted | hesitate 
to say, but many of our political scientists have their doubts. 
For instance, early this summer, Dr. William Starr Myers, who 
teaches political science at Princeton told me that, in his opinion, 
only about five per cent of our population ever do any clean, 
clear, constructive thinking; about forty-five per cent posses the 
minds of thirteen-year-old children. 

If the doctor is right, majority opinions are only to be re- 
fied on when formed and swayed by the thinking five per cent. 
In other words, the man who uses common sense is apt to be 
right only when he has adopted the ideas and thoughts of the 
man who uses uncommon and exceptional sense. 
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the average man’s The investor’s dollar—to the wildcat pr t whereafter one-quarter of the convinced that 
opinion is sup- dollar is left for the treasury of fake industry—which greedily snaps it up and you are soft and 
posed to prevail. passes on to the investor a generous supply of—water. Artist—H. M. Collins. easy picking will 
Such opinion is Winner—the promoter. Bait—fake industry. Loser—vwell, figure it out ! put up their mon- 







ey in the greatest 

game in the world, 
stock speculation, without taking even a practice shot. Often, 
after they have made a few trades and been lucky, I have heard 
them wish that they had engaged in this line of business years 
before as they figured they were “just cut out for this financial 
game.” 


Memories of an Old Friend 


Oh, my yes! We all have a flair for finance until—well, it 
reminds me of my old friend, Harvey Harding Hardy. 

In 1919 Harvey came to New York from my old home-town. 
For forty-five years he had been our leading hay, feed and 
seed merchant. A few months after the armistice Harvey 
sold his business for $15,000, and, at the age of sixty-five, came 
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to the Street to make his fortune. His 
nephew, who works in a broker’s office— 
or bucket shop,— had written to Harvey 
saying he could get him “inside informa- 
tion’ and could make his $15,000 grow to 
$50,000 in “no time.” “No time” was 
o00U. 

\When the ex-merchant and his roll 
arrived in our midst, and for some 
months thereafter, many new stock issues 
were being offered to the public. Many 
sound offerings were made by reputable 
firms; many putrescent offerings by dis- 
reputable concerns; a few over-ripe offer- 
ings by firms whose reputations were 
better than their morals, and whose greed 
was greater than their good judgment. 

For a week after the old feed man’s 
arrival in the big city he made no trades. 
As he said, he wanted to look around and 
learn this stock business before he took 
any chances. It had taken him forty-five 
years to learn the feed business and he 
often admitted he “didn’t know a heluva 
lot about it.” But he considered a week 
ample time in which to master a business 
in which he expected to make three times 
as much in one year as he had made in 
the feed business during the best part of 
a life time. He thought so. 

\nd, after he had made his first trade 
and had cashed in a four-point profit on 
two hundred shares of Texas Company, 
he still thought so. After buying Na- 
tional Conduit, on a tip from “an insider,” 
at $24, and being lucky enough to get out 
at $18, his faith in the abiding softness 
of the Wall Street game began to waver 
and grow dim. 

Then the aforementioned nephew went 

to his uncle and explained how easy and 
simple it was to subscribe to the new 
offerings and sell out with a five-point 
proht. 
The next time I saw Harvey was in 
early 1920, and, when he walked into my 
office, I knew by the slouch in his pos- 
ture, the droop of his mouth, the splits 
in his shoes and the ravellings on his 
collar that he had taken copious doses of 
his nephew’s counsel, 

His spirit was weak but his voice was 
strong as he sang to me his lamentations. 
I let him ramble on, as men who have 
spent their lives in country stores are in- 
clined to ramble, and little by little I 
pieced together the motif of his lament. 


Harvey’s Experience 

In a hazy sort of way Harvey always 
had known that our Common Law, fol- 
lowing the Justinian Code, holds that the 
buyer must beware. But, dealing as he 
had during a generation with wholesalers 
of hay, seeds and feed, time had brought 
to him a feeling of security, a belief that 
old times and old practices had passed 
away from among high-classed men. He 
had the idea that an honorable man deal- 
ing with reputable firms would receive 
honest and equitable treatment. 

Don’t suppose for one moment that 
Harvey was any fool. He was just a 
small-town business man who all his life 
had dealt uprightly with his creditors and 
debtors, and who always had found that 
the overwhelming majority of mankind is 
honest and fair. He confined his dealings 
in Wall Street to a firm which, he had 
every reason to believe, was in the same 
high class in the security business as the 
dealers from whom he had bought his 
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carloads of feed were in the grain busi- 
ness. 

His faith cost him much, and he had 

come that day in 1920 to my office to tell 
me how he realized that the emptor must 
caveat, and then forever keep on caveat- 
ing. 
He looked like a loser, he talked like 
a loser, and with many picturesque, 
country-store curses. He seemed to for- 
get that for a generation he had served 
as a deacon in the Baptist church back 
home. All he could remember was that 
some one had done him wrong. He had 
subscribed to only two new stock issues. 
Two were plenty and sufficient—too 
much. 

Dafoe-Eustis started him slipping, and 
Vivaudou, Inc., kicked him over the gar- 
den wall. 

Four months after he bought the for- 
mer it was in the hands of a receiver. 





If they had to carry a license and a flag 
as well, people might be able to recog- 
nize them. 


Vivaudou cost him $31 a share and was 
sold by him at $15 a share. Had he held 
on he might have sold it for less than half 
the price. 


It’s the Methods that Annoy 


Harvey wasn’t so sore because of the 
loss of his life’s savings as because of the 
methods used by those brokers who eased 
him of his roll. He kept muttering some- 


thing about their “thundering gall.” I 


tried to cheer him up by relating a mem- 
ory of my prep-school days. Fatty Wash- 
burne, only son and heir of the president 
of the local First National Bank, was 
called upon to begin the translation of 
the first book of Czsar’s Gallic Wars. 
“Gallia est omnis divisa in partes tres” 
read Fat, and then translated, “His om- 
nipotent gall might have been divided 
among three parties.” The professor 
looked at him sadly and opined, “Try to 
remember, Mr. Washburne, this _ is 
Czsar’s biography, not your father’s.” 


Harvey was just one of hundreds and 
the stocks he bought were just two of 
dozens he might have picked, and reached 
the same ungraceful and uncomfortable 
position. He was like all the rest of the 
Wall Street alumni, when relating his ad- 
ventures and explaining why he received 
what he received; and how, when and 
where he got what he got. He blamed 
it all on everything and everybody ex- 
cepting his own shortcomings. 


What the Alumni Never Tell 


The alumni never tell you how they 
played hunches because they were too 
lazy to make a study of, and analyze the 
financial statements of the companies 
whose stocks they bought; how they acted 
on red-hot tips which a fellow-trader re- 
ceived from his neighbor, whose wife's 
hairdresser passed them along after re- 
ceiving them from a friend of one of 
“the biggest men in the Street”; how 
they chummed with Old Hap Hazard 
and worshipped at the shrine of Lady 
Luck, forgetting that the only constant 
elements in luck are vigilance, patience 
and effort—mental or physical. 

No, they only tell you what a dirty 
trick “They,” or Fate, or Miss Luck has 
played on them. Never do they prayer- 
fully repeat after Cassius, “The fault, 
dear Brutus, is not in our stars, but in 
ourselves, because we made oblations to 
the Goddess of Chance when we might 
better have been making a study of the 
country’s industrial and financial condi- 
tions, or seeking advice from those who 
had made such studies.” 

Making use of too much Common and 
not enough Exceptional Sense; buying In- 
dian Packing above 40; Tuxpam Star 
Oil at any price; ditto Perfection Tire, 
Madison Tire, Invincible Oil, Farrell 
Coal, and so on and on and on; buying 
them only because other people were buy- 
ing; stampeding with the herd; all victims 
of mob psychology. 

And, after the smoke of battle and the 
effuvia of carnage have lifted, the 
wounded cry out a demand that someone 
be punished. A few almost unknown pro- 
moters are indicted. We all forget that 
it was a whale and not a sardine that bit 
poor old Jonah. 


Before Singing 


Before asking the congregation to rise 
and join me in singing, “It’s a wonderful 
life if you keep your strength,” I want to 
place your minds at rest regarding the 
fate of old Harvey Harding Hardy. We 
all like stories to end-well. So I want 
you to know that the old codger is 
slowly recovering from the face-powder 
blow which so upset him. 

Harvey now holds the honorable and 
lucrative job of editor of The Weakly 
(Margin) Call. If at times he appears 
to sour and grow cynical try to forgive 
him, and remember that the old crab still 
has a feeling that someone has done him 
wrong. And he doesn’t hold much to the 
belief that the cure lies in the snake that 
bit him. Just this morning somebody 
called him on the phone and told him to 
buy a certain coal stock; told him it was 
a sure thing. I heard Harvey slam the 
receiver on its hook, and, as he turned 
to his work, he yelped “Sure Thing! 
Hell!” 
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Readers’ Round Table 


A CHANGE IN METHOD 
Editor, THE MAGAZINE OF WALL STREET: 


Sir: I find THe MaGazine or WALL 
STREET to be of great service and cangpot 
afford to be without it. 

About seven years ago I happened to 
pick up a copy of your publication while 
at my newsdealer’s shop. This led to 
my becoming a regular reader and, in 
due time, a subscriber. At that time I 
was playing the market (Curb) in a wild 
manner, accepting all tips that came my 
way, and writing checks for additional 
margin was my favorite pastime. 

To show you what THE MAGAZINE OF 
WALL Street has done for me, I list below 
the stocks held on margin in 1914 and 
a list of the securities held by me today. 
A comparison of the two lists will give 
a very accurate idea of the education 
in financial matters that has been received 
as a result of reading your publication 
for seven years. 

In addition to the list of securities now 
held I might add that I have bought and 
paid fcr my home (valued at about 
$10,000) during this period. 

The lists follow: 


1914 


(Held on Margin) 
200 Mines Co. of America. 
200 West End Consolidated. 
100 Old Colony. 
300 Herome Verde. 
100 Calumet & Jerome. 
100 Nevada-Utah. 
100 Nipissing. 
1,000 North Star (Tonopah) 

1,000 Standard Gold (Porcupine). 

500 Bingham Consolidated. 
100 Utah Apex. 
100 Temiskaming. 
100 Zinc Concentrating. 


1921 


(In addition to owning my own home and 
held outright.) 
Par 
$1,000 Oregon-Washington 
Navigation Co. 4s. 
1,000 Anaconda Copper Mining Co. 
10-year 6s. 
1,000 Union Pacific R. R. 10-year Se- 
cured 5s. 
1,000 Rio de Janeiro Tramway, Light 
& Power 5s. 
1,000 Southern California Edison Co. 
Gen. 5s. 
1,000 Standard Oil Co. of New York 
7s, 1931. 
500 Consumers Power Co. 15-year 7s, 
Series B. 
500 Cities Service Co. 7% Debentures, 
Series C. 
1,000 New York Telephone Co. 30-year 


RK. R. & 


6s. 

1,000 Dominion of Canada 10-year 5%s, 
due 1929. 

1,000 United Kingdom of Great Britain 
& Ireland 5%4s, due 1929, 

1,000 General Electric Co. 20-year 5s. 


2,000 Argentine Republic Internal 5s. 
3,500 U. S. Liberty Loan (s5d and 4th 
Loans). 
1,000 Midvale Steel & Ordnance Conv. 
5s. 
1,000 Detroit Edison Ist & Ref. 5s. 
1,000 Commonwealth Edison of Chicagc 
Ist 5s. 
10 Shares Proctor & Gamble 6% pre- 
ferred. 
1,000 American Smelting & Refining Co 
Ist 5s. 
2,000 Cleveland Electric 
Co. Ist 5s. 
1,000 Northern State W. Power Co. Ist 
5s. 
1,000 International 
Ist 6s. 
10 Shares Packard Motor Co. pre 
ferred. 
100 Western Electric Co. conv. 7s. 
1,000 Puget Sound Power & Light Ce 
gen. and ref. 7%s. 
1,000 Atchison, Topeka & Santa Fe, adj. 
4s (stamped) 
1,000 Illinois Central Ref. 4s; due 1935. 
1,000 Colorado & Southern Ref. 4%s. 
1,000 Virginian Railway Ist 5s. 
1,000 Province of Ontario Deb. 5s 
1,000 American Thread Co. 6s. 
1,000 Armour & Co. R. E. 4%s. 
i000 American Tel. & Tel. conv. 5s. 
1,000 Oregon Short Line grd. 4s, due 
1929. 


The income from the above is slightly 
more than $2,000 a year—P. H. W. 
Thank you and congratulations !—EpiTor, 


Illuminating 


Mercantile Marine 





LIKES THE BOND DEPARTMENT 
Editor, THe MaGAzine oF WALL STPEET: 

Sir: Wish to express how greatly 
pleased I am at your increased and im- 
proved bond department in your MAGAZINE. 
This is the best improvement in the 
MaGAZINE during the many years I have 
been reading it. Would like to see a de- 
partment giving a list of two or three of 
the best bond buys, and list of good 
bond switches. It is most gratifying to 
see that you are giving more attention to 
the small investors, as most financial pub- 
lications do not do so. It would be 
splendid if you could establish a regular 
$100-bond department.—A. E. L. 


We thank you. We have received many 
other letters commenting on our recently 
enlarged bond department and it is ap- 
parent that it fills a need. 

It was with the same purpose in mind— 
that of filling a need—that we recently en- 
larged another department of our Maca- 
ZINE, i. e., the department dealing with 
Public Utility securities. If you will 
glance over this department in the issue 
that you are now reading we think you 
will find it contains some valuable fea- 
tures. We might call your special at- 
tendtion to the extensive list of unlisted 
Public Utility bonds; we don’t think you 
will find anything quite so complete else- 
where. 


Your suggestion as regards bond 
switches and bond bargains is excellent, 
However, we could hardly devote an en- 
tire department to this idea. Instead it 
seems best to continue to publish special 
articles, pointing out-desirable switches and 
purchases when they are noted. 

As for the $100-bond department, on 
the other hand, the suggestion that we 
inaugurate such a department and run it 
regularly has much in its favor. How 
would you like to see it carried out? 
Simply in the form of our present Bond 
Buyer’s Guide—that is, a table, with the 
securities listed in order of our preference? 
Or would you suggest that it be handled 
in a somewhat different way? 

Your suggestions, as well as those of 
other readers, on this last point would be 
appreciated.—EbITor. 





DIFFERS WITH US 
Editor, THe MAGAZINE OF WALL Strezt: 


Sir: I have been a subscriber to your 
MAGAZINE for several years and am always 
very much interested in it. I have never, 
however, taken up any of the questions 
discussed in it with you or questioned 
your opinion in regard to matters discussed 
In your last issue, however, under your 
Reader’s Round Table I notice a letter 
and a reply by you under the title of 
Bonds vs. Stocks. It seems to me that 
the reasoning used in this letter is en- 
tirely wrong and creates a very erroneous 
impression. I assume that the idea in- 
tended to be conveyed is that a good 
stock is better than a poor bond. This 
may be generally true, but as applied to 
the bonds of the Pacific Gas & Electric 
Company and the preferred stock of the 
General Motors Corporation, and in the 
reasoning used, I think that the writer 
of this letter is absolutely wrong. The 
statement by him that the real security 
back of the Pacific Gas & Electric Com. 
pany bonds is the earning power, applies 
as well to the stock of the General Mo- 
tors Corporation as to the Pacific Gas & 
Electric Company. In this reasoning he 
assumes the conditions which would aris¢ 
in a receivership. In the first place | 
think a receivership of the Pacific Gas & 
Electric Company is much more unlikely 
than a receivership of an industrial cor- 
poration, especially under present condi- 
tions. But assuming that the chances ut 
a receivership were equal is not his rea- 
soning entirely false? In the case of a 
receivership of the Pacific Gas & Electric 
Company, the bonds of that company will 
surely realize something as they are a 
first lien upon all of its property which 
is certainly of some very substantial value. 
In case of a receivership of the General 
Motors Corporation the creditors of tha 
corporation and its bond holders if any 
would take all of the property and neither 
the common nor preferred stock would be 
entitled to anything unless upon the pay- 
ment of an assessment. Another reason 

(Continued on page 660) 
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Putting the Sting in Death 


A Trenchant Editorial 
By the Editor 


TOBODY in Wall Street will talk 
about anything cheerful, so, as we 
strive to please, let’s speak of Death. 

Who was it back in the olden days, 
when men were unafraid to look upon the 
wine while it was red, that taunted O. 
Death, and sarcastically asked him whereat 
was his sting? 

Whoever it was he lived before the 
scientists and professors of spiritism had 
equipped O. Death with just about the most 
poisonous sting what is. There is no more 
rest in Heaven; all the inmates are busy 
answering the questions of Earth’s investi- 
gators. 

The reformers and investigators having 
made this world drab and dreary are now 
busy trying to find out what the next life 
needs in the way of mundane advice. 

Some of our best known scientists and 
authors are joining the investigating class. 
No shade is immune from being sum- 
moned at any hour of the day or night— 
preferably night. It must be tough on 
our mostly-forgotten ancestors. 

Sir Oliver Lodge, Conan Doyle and 
their co-workers must have made the 
spirit world a place less pleasant to dwell 
in than the dear departed had heretofore 
found it. It’s agonizing to think that after 
one has laid oneself down in peace to 
sleep that one must be at the beck and 
call of each and every half-baked, senti- 
mental, so-called scientist. 

Why, one of these birds has spent fifteen 
years questioning the shades in an en- 
deavor to discover if there are any dogs 
in the sphere inhabited by said shades. 

If within the next ten years he settles 
this dispute with himself he will doubtless 
spend the balance of his days finding out if 
dogs have the requisite and accepted num- 
ber of fleas. 

It doesn’t seem fair that those who have 
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passed on to a supposedly better life 
should be interrupted at choir rehearsal by 
some goof from Earth curious to know 
if their dog has parasites. 

These investigators and reformers devil 
us to death and then it seems that they 
wish to pursue us beyond the twilight 
border. Someone should organize the 
S. P. H. I. H.—Society for the Preven- 
tion of the Harassment of the Inmates 
of Heaven. 

After all, who of us wants to know 
the itinerary of the Great Adventure? 
Most of us prefer to believe that the life 
to come is just our life on Earth idealized. 

Take our Wall Street natives. The 
bankers picture a place where John Skelton 
Williams is not, and balance sheets are 
always what they seem; the brokers have 
a longing for a land of three million share 
days, flowing with milk—or other accept- 
able beverages—and honey, and 14% call 
money; the messenger boys, the board 
boys, the proletariat ask only that New 
Street be paved with gold and free of 
cops so that the song of the ivories may 
remain uncensored, and sevens and elevens 
may roll promiscuous and frequent. 

But certainly these ideals can never be 
realized; the “better” life will be a frost 
if we do not get together and organize the 
S. P. H. I. H. We must protect our 
ancestors from the plague of the investi- 
gator. What spirit can retain his self-re- 
spect when he knows that at any moment 
he may be paged and told he is wanted 
at a spiritist meeting down near Columbus 
Circle? 





An Invitation to the (Margin) 
Call’s First Annual Wake 
Extended by the Business Manager 


(Who Hopes that His Efforts to Be 
Funny Won’t Be Misunderstood) 


If the Editor can put a sting in Death 
then the Business Manager can hold a 
wake. 

All subscribers to the (Margin) Call 
are invited to the first annual wake to be 
held on Friday evening in the down-town 
offices of Gas, Wind & Water. 

Old Pegleg Prosperity will occupy the 
place of honor in the highly polished 
beaver-board casket. Pegleg did not pass 
away in the Spring as many of you may 
think. At that time he was only knocked 
senseless. He never recovered his senses. 
All he retained: was his-breath. He was 
knocked for this and a string of barges, 
yesterday at the corner of Exchange Place 
and New Street. 

It is said, that because of his senseless 
affliction, Pegleg took an overdose of 


United Drug. This made him dizzy and 
he staggered in front of a Pierce Arrow 
and suffered a compound fracture of the 
roll. Old, Doc Rumour, who is always 
somewhere around the Street, used strenu- 
ous methods in an endeavor to revive the 
cripple. He forced a flask of Coca Cola 
between his teeth, but Pegleg groaned 
most piteously. The doc then sent a mes- 
senger to Cities Service for a pulmotor 
and a tank of gas. The gas tank was 
busy attending a meeting, and the mes- 
senger was referred to Atlantic Gulf. Gulf 
was out of gas but sent a container of 
salt water. When this was injected the 
patient gave one final kick and passed out. 

Rep. Congress, who recently started in 
the undertaking business, was sent for that 
Old Prosperity might be fixed up and 
made to look like a regular corpse. Pegleg 
was embalmed in Allied Chemical, shaved 
with an American Safety Razor, and 
talced with Vivaudou. 

And so nothing remains but to hold the 
wake. Most of the arrangements have 
been made but suggestions from any of 
our readers if any, will be welcomed. 

Naturally, the undertaker will have full 
charge of the festivity and will take care | 
that the guest of honor does not arise and 
ask for a drink. The friends of Pegleg— 
those who knew him in 1916-1919—will be 
allowed to view their departed friend only 
from his neck-tie up. Shippy Board, an 
associate of the undertaker, stole the ex- 
hibit’s pants, shoes and garter buckles. 

The loss of these marks of civilization 
was probably what caused the mix-up at 
first in the victim’s identity. One of the 
news agencies sent out the news on their 
tickers that it was Mex Pete who had 
been busted wide open and needed am 
undertaker. The unthinking forgot that 
Mex is too fast and powerful a jumper to 
be hit in New Street by Pierce Arrow, 
but there are many who think that Mex 
is liable to be sand-bagged when he visits. 
Los Angeles this month. He better not go 
out after dark or some of those westerm 
sports may kick him in the dividend. 

Now, as to the arrangements for our 
Wake. 

Refreshments will be served by U. S 
Food; music will be furnished by Col. 
Graphophone; Reverend Allan Stutz will 
offer a prayer; Jesse Ursamajor, the 
blonde barytone, will sing the long meter 
doxology. Mourners who are suffering. 
with frosted feet will be provided with 
Cuba Canes. Bethlehem Motors will be 
at the disposal of all cripples who have 
been boiled in oil, or are distressed by 
blow-outs in their tire stocks. The follow- 
ing list of pall-bearers is only tentative 

(Continued on page 664) 
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Trade Situation Both Good and Bad 


Factors About Equalize Each Other—Improvement Noted in Steel 





STEEL 











Better Tone Noted 


HE past few weeks have indicated at 

least a psychological improvement in 

the steel and iron industries. In- 
quiries have been growing in volume, 
there has been a small increase in steel 
operations and pig iron prices have become 
somewhat firmer. From a_ producing 
standpoint, conditions are more satisfac- 
tory than for months. However, this is 
only by way of comparison as the rate 
of demand and consequently production 
is still far below normal. 

One of the outstanding features is the 
revival of competition between the leading 
interest and the independents. With sheet 
and tin plate prices cut $5 to $10 a ton, 
the corporation has announced a similar 
cut. It is doubtful that the increase in 
buying which has been noted recently 
will render unnecessary competition be- 
tween the so-called independents and the 
leading interest. In fact, the buying 
movemert at least partially is due to com- 
petition itself, on the ground that com- 
petition results in lower prices and this 


OF WALL STREET'S STEEL STOCKS’ AVERAGES. 


U.S.STEEL 
CRUCIBLE 


REPUBLIC 
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makes steel purchases attractive to con- 
sumers. Probably each new cut by the in- 
dependents will be followed by the Steel 
Corporation. 

The pig iron market is considerably 
stronger and a comparatively large vol- 
ume of activity has ensued. Stocks have 
been reduced in many instances almost to 
the vanishing and with the constant de- 
cline in production for almost a year, the 
statistical position of the commodity be- 
came very strong, as pointed out in these 
columns on a number of occasions, it was 
only a question of a comparatively short 
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COAL—Lack of soft coal demand. Pro- 
duction this year will be lowest for 


LEATHER—Hide market firm, with vol- 
ume of sales slowly smavtasing. 
Leather manufacture comparatively 
good. Shoes in demand. Outlook 
over immediate future satisfactory 
but possibility of a slump later on. 
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PAPER—Lower prices expected. Labor 
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period before a rally would come into 
being in this market. It is not to be 
expected, however, that the increase in 
activity can be fully maintained. When 
consumers have satisfied their present 
needs they will-probably step out of the 
market for the time being as there is still 
no evidence anywhere that the consuming 
interests are ready to make commitments 
over a long period. In other words, buy- 
ers are still conservative and probably 
will continue so until they can see their 
way clear to change their policy. 
Railroad repair work is proceeding on 
a very satisfactory basis and the effect 
has been to increase demand for such lines 
as bars, shapes, plates and sheets. Struc- 
tural steel, however, is not uniformly in 
a good position, the middle West buying 
little while several very good-sized orders 
have been placed in the East. Export 
business is not satisfactory most of the 
current business coming from the Orient. 


TEXTILES 








Slow But Regular Improvement 


The various textile markets show t 
cumulative influence of the favorable fac 
tors which commenced to operate in this 
industry as far back as last Spring. Con- 
sumption has increased steadily and mau- 
ufacturing activities have consequent!) 
expanded to a very marked degree. Lab: 
conditions are considerably improved. 
Foreign demand, particularly in cotto 
has slowly climbed to respectable propor 
tions. These broad influences show tha 
the textile industry stands in a fairly sat- 
isfactory position. 

In some lines of cotton goods, there 
has been such depletion that buyers have 
experienced difficulty in securing sufficient 
to cover immediate requirements. In th: 
wholesale drygoods trade, cotton and 
other fabrics have not done as well as 
woolen goods, but of late there has been 
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a better tendency in this branch of the 
market. 

Domestic cotton consumption for July 
was about 625,000 bales against 525,000 
bales last year. For the year ‘to date, con- 
sumption was about 3,500,000 bales. From 
these figures it appears that cotton con- 
sumption this year in the United States 
will be the largest in several years. 

Of late there has been improvement in 
raw wool buying. The clothing manu- 
facturers have somewhat modified their 
attitude of spare buying and in fact have 
been compelled to do so on account of the 
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generally held belief that clothing trade 
this fall and winter will be of excellent 
proportions. Most of the woolen estab- 
lishments are running at a good rate of 
output and some of them are operating at 
capacity. 

Retail trade promises to be very good. 
Stocks are low in some lines but they are 
not particularly large in others. Dry goods 
should be in a sound position this Fall. 

\Vhile conditions have improved con- 
siderably in the various textile branches, 
it is improbable that the industry as a 
whole will show earnings this year at all 
comparable with those of 1919. The mar- 
gin of profit has been cut greatly in most 
lines and producers have found it neces- 
sary to modify their demands to a point 
where they can just about cover operat- 
ing expenses, and charges plus a small 
margin for profit. It must not be for- 
gotten that while the margin of profit 
ha: been cut, the capitalization of these 
companies is as high as ever and in some 
cases higher so that net earnings per 
share when the year’s returns are shown 
will not make a very impressive showing 
compared with the halcyon war-days. 
Still, the textile interests are not so much 
interested this year in producing large 
cash profits as they are in getting the 
trade back to a sound basis. That they 
are doing this is quite obvious from re- 
cent developments, 





COAL 











Interest Lacking. 


Despite comparatively low prices of 
bituminous coal, consumers remain indif- 
ferent. Mine owners are greatly discour- 
azed by the lack of buying and although 
inquiries since the beginning of August 
have shown a tendency to increase the 
actual volume of business transacted re- 
mains about the same. : 

The railroads have not entered the spot 
market to an appreciable extent because 

the restricted freight movement and 
generally unfavorable financial conditions. 
They are, however, buying small amounts 
on contract. The depressed condition of 
the shipping industry has resulted in a 
very great falling off in bunkering. Ex- 
port demand also, owing to the Settlement 
of the British strike, has dwindled to small 
proportions, 

On the present basis, production of soft 
coal this year will probably amount to 
400,000,000 tons. If production is kept 
lown to this level it will be the smallest 
since 1914. Most of this coal is not covered 
by contract and it will have to find its way 
to the spot market. Under present de- 

ressed conditions in this market, it is 
loubtful that prices much above the pre- 
ent can be secured. 

While there is something to be said for 
‘he growing more favorable statistical po- 
sition of soft coal, the fact that demand 

s subnormal and is likely to continue so 
for an indefinite period, offsets the advan- 
tage of the lower rate of production and 
the smaller stocks in the hands of con- 
sumers. With the export market prac- 
tically dead for the time being and do- 
mestic demand at no appreciable increase 
over the lowest this year, the best that can 
be expected of prices is to hold their own. 
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The anthracite coal industry has been 
affected to some extent by present condi- 


tions. Consumers obstinately hold off 
from purchasing either because. they be- 
lieve that prices will be lower or because 
of their inability to pay the present scale. 
Deaiers’ yards are well stocked in the 
principal cities, and with the cessation of 
buying, independent producers have been 
compelled to operate on a reduced sched- 
ule. Coal is piling up at the docks on 
the Great Lakes, but not much is being 
shipped to interior points. There have 
been some concessions in anthracite at 
various points but it is believed that the 
inevitable rush to buy will do away with 
weakness in this market. 





LEATHER 








Conditions Show Improvement 


While there has very recently been 
a slight reaction in the hide and 
leather trades, it is worth while pointing 
out the marked improvement which has 
come over this industry in the past few 
months. Both volume of sales and prices, 
particularly for hides, are materially high- 
er than those prevailing last April. Thus 
prices of cattle hides have advanced 
3 to 5 cents from the lowest prices 
reached during the decline in April. Calf 


skins are about 7 cents higher and other , 


varieties have risen proportionately. On 
the other hand, demand for raw stocks 
has not been: even, some products being 
taken readily while others have been neg- 
lected. 

The leather market in the past two 
months has become more active, and al- 
though prices have not advanced, the mar- 
ket appears to be stabilized, at least for 
the time being. Tanners report an in- 
creasing volume of business and appear to 
be more active than at any time this year. 

The shoe trade has improved con- 
siderably and the rate of production has 
increased . materially over the rate last 
Spring. However, sates of leather are 
not of impressive proportions principally 
owing to the large stocks held by manu- 
facturers and also to the fear that the 
present spurt in shoe-manufacturing may 
give way later on. 

Exports of leather during recent 
months have not been of large propor- 
tions. This applies to shoes and boots as 
well. The rate is probably only 20% of 
that obtaining at the peak of the 1919 fo:- 
eign trade movement, 


Imports of hides have increased mate- 
rially. In June, 21,000,000 pounds of cat- 
tle hides were brought. in compared with 
about 11,000,000 pounds in April. De- 
spite the heavy increase in imports during 
this period prices are now higher than 
when the increase in the importing move- 
ment began. 

Conditions have improved sufficiently in 
the hide, leather and shoe-manufacturing 
industries to suggest a greater measure of 
stability than that which has obtained for 
a long period. This, however, does not 
mean that the improvement will be main- 
tained indefinitely. Under present indi- 
cations, reactions may be expected and 
in fact there is one in process at present. 
Still, it is evident that the various indus- 
tries connected with the hide and leather 
trades have climbed out their great slump 
and that broadly the trend is upward, al- 
though from time to time the movement 
may be impeded by conditions as they oc- 
cur. 





PAPER 











Downward Trend in Prices 


It is almost a certainty that newsprint 
prices for the fourth quarter of the year 
will be lower than those now prevailing. 
A price between 4.00 and 4.25 cents a 
pound is likely. This compares with 
4.75 cents, the present price. 

Factors operating in the newsprint sit- 
uation are mixed. Thus while consump- 
tion has declined considerably in the past 
few months, production has declined in 
even greater proportions owing to the 
practical cessation of manufacturing op- 
erations caused by the prolonged strike. 
The statistical position of the commodity 
thereby seems to have improved in a mea- 
sure at least. 

The expected cut in prices will no doubt 
have the effect of at least partially stimu- 
lating trade. Consumers have been play- 
ing a waiting game, almost all firmly con- 
vinced that the market would go lower, 
and with this prospect about to be rea- 
lized, nothing further will be gained by 
pursuing a procrastinating policy and it 
is almost certain therefore that business 
in newsprint .will show an increase to- 
ward the end of the year. 

A favorable feature is that the 
situation is practically cleaned up. Labor 
costs are now down as low as they are 
likely to get and manufacturers can do 

(Continued on page 658) 
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N.Y.Times Dow, Jones Avgs. ——50 Stocks—— 

40 Bonds 20Indus. 20 Rails High Low Sales 
Monday, Aug. 15........ 70.19 66.02 71.97 62.02 60.96 374,512 
Tuesday, Aug. 16....... 70.16 65.27 71.61 61.23 60.42 447,550 
Wednesday, Aug. 17.... 70.17 66.09 71.25 61.33 60.27 462,302 
Thursday, Aug. 18...... 70.33 65.96 72.28 61.80 60.88 383,950 
Friday, Aug. 19......... 70.42 65.34 72.30 61.72 60.79 396,510 
Saturday, Aug. 20....... 70.51 65.09 72.16 60.99 60.59 140,800 
Monday, Aug. 22........ 70.39 65.00 71.17 60.60 59.58 440,317 
Tuesday, Aug. 23........ 70.29 64.38 70.73 60.47 59.33 504,150 
Wednesday, Aug. 24..... 70.19 63.90 69.87 60.01 58.77 619,925 
Thursday, Aug. 25...... 70.10 63.91 70.21 59.75 58.57 578,307 
Friday, Aug. 26......... 70.15 65.54 71.21 60.95 59.57 rte 
Saturday, Aug. 27....... 70.20 65.56 71.16 60.99 60.28 215, 
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is being distributed by our 
Foreign Department to help 
investors keep accurate, com- 
plete and permanent records 
of their German securjties. 

This Department, with the 
help of its European corre- 
spondents, will be glad to 
furnish latest reports without 
obligation, and buy, sell or 
quote on all foreign securities. 
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A special department keeps 
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touch with changing market 
conditions without obliga- 
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The Price of 


Money 
and its effect on 


The Price of Bonds 


Comparatively few 
people realize that 
the trend of bond 
prices is controlled in 
great measure by the 
prevailing rate for 


money. 


We have prepared a 
circular discussing 
this, interesting sub- 
ject and offering sug- 
gestions that should 
help investors to 
take advantage of the 
present opportunities 
in the bond market. 


Spencer Trask & Co. 


25 Broad Street, New York 


ALBANY BOSTON 


Write for Circular No. 755 
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Members New York Stock Exchange 


Members Chicago 


Stock 


Exchange 














Stock Manual 





on request. 


tion in 
form, 


States and 


covering 
stocks and bonds list- 
ed on the leading ex- 
changes in the United 


Our latest stock man- 
ual will be sent you 


This manual contains 
over 250 pages of vital 
statistics and informa- 


condensed 
all 


Canada. 








It is absolutely indis- 
pensable to investors 
and traders who wish 
to be accurately in- 
formed on securities in 
which they may be in- 
terested. 


If you cannot call, send 
for booklet M. W. 351 











Wilson & Chardon 


Members Consolidated 
Stock Exchange of New York. 
Broadway New York 


Telephone Whitehall 1964 
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ATLAS 
Portland Cement 


O*E of the greatest ro- 
mances of American 
business is the development 
of the oil industry during 
the past generation. Pros- 
pects for similar develop- 
ment face the cement in- 
dustry today. 

Good roads, “one-way” 
roads, roads of the perma- 
nence that only concrete 
can give are one of the 
* greatest needs of the day. 
“Ship by truck” is gaining 
impetus daily and the full 
possibilities of the com- 
mercial truck are yet to be 
realized. Road construction 
has not kept pace with the 


vast expansion in the 
motor field, still under 
wa 


‘The railroads, of neces- 

. sity, have spent little upon 
maintenance during recent 
years, and today their 
cement requirements are 
pressing. Bridges, culverts, 
retaining walls, terminals 
call for concrete. 

The housing shortage 
must be made good. No 
building material is put to 
such a variety of uses as 
concrete. It forms the 
foundation, pillars, walls 
and floors of the sky scrap- 
er or the stucco walls of the 
modest dwelling. 


of concrete in building. 


Information concerning the secur- 
ities of the Atlas Portland 
Cement Company will be 
sent upon request. 


Tobey & Kirk 





ESTABLISHED 1673 
Monger sex York Stock Spshonge 


23 Broap St..New Yor 
Se. La Salle St., Chicago 


Direct Private Wire to 
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SIX MONTHS OF HARDING 
(Continued from page 599) 











Adoption of Budget System 


The United States Government has al- 
ways arranged its finances on a hit or 
miss system, and the passage of the 
Budget Bill is considered by bankers as 
one of the most important achievements 
of the Harding administration. This sys- 
tem will permit the Government to have 
an accurate method of ascertaining ex- 
penses and of co-ordinating purchases of 
the various departments. Under the 
Budget. a uniform system of submitting 
estimates is to be adopted and no special 
or additional estimates shall be permitted 
after the main estimate has been sub- 
mitted. The head of the Budget System 
submits all estimates, with his recom- 
mendations to the Secretary of the Treas- 
ury, who in turn submits them to the 
President, and the President in turn sub- 
mits the budget to Congress on or before 
December 10 of each year. The final 
adoption of the budget is by vote of Con- 
gress. The country in the future, there- 
fore, will have an accurate idea of the 
expenses of the Government and will thus 
be in a position to establish an accurate 
basis for the levying of taxes and the 
repayment of Government debt. 


The War Debts 


The refunding of the war debt, as well. 


as the debts of foreign nations, to the 
United States Government is another 
problem that the Harding administration 
has handled with considerable skill and 
with due regard for the economic interest, 
not only of the United States but of other 
nations as well. After considerable de- 
bate, the bill embodying Secretary Mel- 
lon’s recommendations on this subject has 
been reported favorably to the Senate and 
indications are that it will become a law 
in the near future. 

The debts of foreign nations to the 
United States Government, are, at their 
best, a doubtful economic asset. In the 
first place, they constitute a decided menace 
to the State Department in its relations with 
foreign governments. In the next place, 
these debts are an economic burden in that 
they will call for huge interest payments to 
the United States. These payments can 
only be made in goods and services sold 
by these nations to other countries. The 
great need of the United States today is 
the rehabilitation of its export trade and 
our customers abroad can only buy goods 
from us by selling their own goods, either 
to us or to other countries. The payment 
of interest on their debt to the United 
States Government means the disposal of 
$500,000,000 worth of goods and services 
per annum over and above the sale of 
goods or services that would constitute a 
surplus for the purchase of our goods or 
services. 

Public opinion in the United States at 
this time is not favorable to a cancellation 
of these debts, although such a step has 
been advocated by some of our leading 
bankers. It is possible, however, to ar- 
oe Oo ee Se 

a manner that they will be less of 
a burden upon our economic develop- 


THE MAGAZINE OF WALL STREET 





ment, and this has been the object of 
the Secretary of the Treasury. 

Two other decided steps taken by th 
Administration, which are of great impor. 
tance to Wall Street, are the plan for 
funding the railroad obligations and pro. 
viding money for the roads in their present 
crisis, and also the plans of the Adminis. 
tration for aiding the agricultural interests 
of the country. The Railroad Bill wil 
provide the railroads with $500,000.00, 
which is owed them by the government. 
It authorizes the War Finance Corpora- 
tion to take over securities held or to be 
received by the government to the extent 
of $500,000,000. The Farm Aid  3il! 
authorizes the War Finance Corporation 
to extend credit for the exportation of 
agricultural products to the extent of one 
and a half billion dollars. The Corpora- 
tion is authorized to issue its own bonds 
for that amount. 


The Important Phase 


The most important phase of all the 
actions of the Administration, from the 
Wall Street point of view, is that a real 
endeavor is being made to bring about 
needed economies in government, legis|.- 
tion to correct existing evils, and an 
attitude on the part of the Administra- 
tion which, when conditions warrant, will 
permit business to go ahead without fear 
of malicious interference. The effects of 
this on the markets in the Street should 
be most pronounced when business 
again fully on the upward turn, for the 
reason that there will not be the constant 
fear of some drastic action being taken in 
Washington that will upset the plans for 
legitimate expansion with its consequent 
disastrous results to the stock and bond 
markets. 





HOW THE SUGAR COMPANIES 
COMPARE 


(Continued from 623) 











It is not to be wondered at that the raw 
sugar producers have suffered tremendous 
losses in ‘the shrinkage of sugar inven- 
tories, produced at very high costs. 

Last week’s stocks of sugar at Cuban 
ports showed a decrease of 1,340,264 tons 
compared with 1,372,605 tons. the week 
before and 1,440,000 at the high points of 
the year. According to the figures of pro- 
duction and exports, there are now about 
1,950,000 tons of sugar in stock in Cuba. 
This includes the estimated final out-turn 
of four centrals now grinding. 

Table V shows estimated supplies avail- 
able to United States for remainder of this 
year. 

This table is based on total crops less 
amount of shipments, but there have been 
considerable amounts of sugar sold from 
Cuba and Porto Rico that have not yet 
been shipped. In normal times wholesale 
grocers carry large quantities of sugar, but 
the present near bankrupt state of many 
of them imposes a heavy burden on the 
producers. This is being mitigated, how- 
ever, by lower interest rates on some sugar 
loans, compared with last year, because 
of the decline in the Federal Reserve Bank 
rediscount rate. Rate on loans is now 
about 6% to 6%% compared with 74% 
to 8% charged in some cases a year ago, 
according to leading sugar men. 
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AMERICAN BEET SUGAR 
° Price Aug.t9. 28. 


SUGAR REFINING 
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City of 


Rio de Janeiro 
Sinking Fund 
5% Loan of 1909-1934 


Unconditionally guaranteed by U. S. of Brazil 
Denominations: £20—£50—£100—£500—£1000 
Original issue £2,000,000 Redeemed at Par £636,690 
Outstanding £1,363,310 


Interest Payable June Ist and December Ist 


Redeemable by annual drawings at par, in London, 
on November Ist by a Cumulative Sinking Fund. 


Secured by a lien on the Trades and Professions Tax, 
the average revenue from which for 1910-1919 has 
been approximately £130,000. 


Payable in Pounds Sterling, or at the option of the 
holder, in Dutch Guilders or Swiss Francs at Normal 
Ratio to sterling. 


Price to yield, according to date drawn, 7.3% to 9.7% at 
present rates of exchange and at normal rates of 
exchange correspondingly higher 


Write for Circular 


ESTABLISHED 1880 
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Paine, Webber & Company 
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A complete“analysis of 


COLUMBIA MOTORS 


CONTINENTAL MOTORS PAIGE-DETROIT 


FORD OF CANADA 


REO MOTOR CARS 


Will be sent on request. The above companies’ stocks are all actively traded in 


on the Detroit Stock Exchange and represent the best 
companies in the automotive industry today 


LEE, GUSTIN @ CoO. 


Members Detroit Stock Exchange 
DIME BANK BUILDING DETROIT 
































Foreign Government 
and Municipal Bonds 


NORWAY — DENMARK — 
SWEDEN — GREAT 
BRITAIN—BELGIUM— 

FRANCE—HOLLAND 
—ITALY—BRAZIL— 
CHINA—GREECE 
AND SOUTH 
AMERICA 


Present favorable rates of 
exchange make these for- 
eign bonds an attractive in- 
vestment. ‘ 


We will furnish upon re- 
uest a circular describing 
the bonds of the above 
countries — giving descrip- 
tion of securities—maturity 
date — interest rates — de- 
nominations — redemp- 
tion values, etc. 


Ask for Circular MW-300 


HUTH & CO. 


30 Pine Street, New York 
Telephone John 6214 











Invest in 


Essential 
Industries 


Public Utilities and Oil 
touch every part 
of the daily life 
of the people. 


Their future is as- 
sured and their se- 
curities are bargains 
at present prices. 


Write for letter 18 


Henry L. Doherty 
& Company 


Bond Department 


60 Wall St., New York 




















HOW AMERICA CAN REBUILD 
j CHINA 
(Continued from page 601) 











explanation as to the particular clause in 
the Open Door Treaty under which they 
are doing these things be of interest, par- 
ticularly in view of the repeated statement 
of the Japanese Foreign Office that Japan 
has never violated a treaty or agreement? 


What America Believes 


The last war was fought, as far as 
America was concerned, to “Make the 
world safe for democracy.” That means 
we believe in the principle of democracy. 
In other words, that we believe in the 
Open Door Treaty. If our associates 
would get down the treaty, dust it off and 
read it through again and make up their 
minds to respect their obligations, it would 
help solve the Far Eastern Question. 

We do not forget that both Britain and 
Japan have treaties recognizing the sov- 
ereignty and territorial integrity of China 
and also that the Anglo-Japanese alliance 
recognized and agreed to support the in- 
dependence of Corea. Yet Japan annexed 
the latter and America failed in her treaty 
obligation, when called upon by Corea to 
save her. 

Do not these facts serve to convince one 
that the situation in the Far East is 
fraught with possibilities? And that the 
statement of Secretary Hughes about in- 
sisting on the principle of the Open Door 
may mean a great deal more than we 
anticipate ? 

America’s past interest in the Far East 
has been comprehended in laying down 
the principle of the Open Door policy. 
Our action has consisted in declaring that 
principle. It now appears that we may 
pick up the principle we laid down and do 
something toward establishing peace in 
the Far East, with it. Judging from the 
recent stand taken by the Administration, 
in advising the Chinese Government that 
we propose to sustain the American Fed- 
eral Wireless Contract despite the protests 
of Great Britain, Japan and Denmark, we 
hope and believe that Americans will re- 
ceive the support of our Government from 
now on, in their efforts to co-operate with 
the Chinese in their development through 
an Open Door which is open. 

John Hay believed in the sovereign 
rights of China. He believed that China 
offered one of the greatest fields for de- 
velopment in the world. He believed that 
Americans should have equal rights and 
opportunities in their development. He 
believed this so firmly that he was able 
to convince and secure a treaty with the 
leading Powers covering the principle in- 
volved. The treaty is signed, the door is 
theoretically open, for the treaty has not 
been abrogated. 

The moral power which was in the 
hands of Mr. Wilson at Paris has been 
transformed into a financial power in the 
hands of President Harding. The failure 
of Mr. Wilson can now be turned to 
success by the use of this financial weapon 
which we now possess. 

The crux of the Far Eastern Question 
is after all one of finance and until we 
can secure the co-operation of the Powers 
in a definite and equitable plan of action 
and remove the obstructions which have 


been placed in the way of development 
and governmental reorganization, we will 
fail in our efforts to revive the Open Door 
principle. 


The Bankers’ Opportunity 


While China does not seem to be a 
place of interest for the American banker 
for investment, it has offered opportuni- 
ties which have been consolidated by our 
associates. The American banker lacking 
foreign diplomatic financing experience 
fails to see the conditions as they exist, 
from a nationalistic standpoint, and either 
does or can not see the value from that 
standpoint or is so inexperienced as not 
to be able to circumvent the apparent dif- 
ficulties which the European banker has 
solved several decades ago. We are not 
so flexible in matters of foreign finance 
as our Continental cousins and only fol- 
low them by buying their offerings, with 
the proceeds of which they eliminate us 
from the foreign field of investment. We 
cannot blame them for taking advantage 
of our stupidity, but we can save our- 
selves from making a like mistake in 
future. 

As the Far Eastern Question resolves 
itself into one of finance, why not settle 
it as a banking proposition, eliminating 
for the moment the diplomatic side and 
applying a little common sense in its 
solution ? 

China today is in the same position as 
is nearly every nation in Europe. She 
needs money. We have loaned millions to 
Europe. Why not loan some to China 
now? This money is required to estab- 
lish a gold standard for the country, to 
reorganize its tax collecting departments, 
to build railways, and disband its hordes 
of mercenary troops. China seeks relief 
from spheres of influence, surrender of 
concessions held by nations which cannot 
develop them, cancellation of leases se- 
cured under duress, non-interference in 
governmental and territorial administra- 
tion and a strict observance of treaties 
made in good faith. The things she seeks, 
she would demand if she could. 

China is a silver standard country. The 
fluctuations in the value or price of this 
metal reduce all legitimate business to a 
basis of exchange. All of the foreign 
banks in China make their profits out of 
exchange. The Chinese banks have fol- 
lowed their lead and as a consequence, 
there is hardly a bank in China which 
attempts to do a legitimate commercial 
business. It is therefore to the interest 
of all the banks, both native and foreign, 
that a gold standard should not be estab- 
lished, for it would ruin their business of 
speculation in silver out of which their 
major profits are made. 

On the basis of the gold reserves held 
by the nations of Europe at the present 
time, the amount which would be required 
to establish a gold standard for China 
would not be inordinately large, and as 
America seems to have an abundance of 
gold, a gold loan to China at the time 
might assist in easing the situation at 
home, and put China on her financial feet. 


A Plan for Solving the Problem 


The plan I wish to offer in the hope of 
finding a peaceful solution of the Far 
Eastern Question and for opening the 
Open Door, may not be considered a diplo- 
matic solution yet it holds diplomatic pos- 
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sibilities. Possessed with the financial 
power to Command attention and exert 
pressure, there appears to be little or no 
reason why America should not take a 
step forward and lead, The operation of 
the plan could not possibly involve us in 
war, for we have defenses of peace which 
would deter any nation from attempting 
a struggle on the Open Door policy. 

Our power lies in our position as a 
creditor nation. The large war debt owed 
us by the Allied Powers must be paid. 
America is going to decide the form, 
terms, interest and due date of the obliga- 
tions. The Administration will soon call 
for a conference of these debtors and no- 
tify them how and when their debts are 
to be liquidated. Now from a purely 
banking standpoint, we being the banker, 
we should tell our debtors that, as a con- 
dition precedent to the negotiation of their 
debts, we desire to settle the matter of the 
Open Door in China and also to clear up 
several points in connection with the Far 
Eastern situation, and that their willing- 
ness to meet us in these matters will have 
considerable bearing in the matter of the 
terms we will grant in the renewal and ex- 
tension of their obligations to us. If God 
Almighty did-not expect the American 
people to exert an influence for the good 
of the world, why has he allowed us as 
a nation to reach our present position, and 
why has he now placed in our hands this 
great power for the good of mankind? 
Can we afford to fail in the use of that 
power for world peace? _ 

My proposition would provide that all 
of the Allied Powers should turn in and 
deposit with us, or to a trustee to be 
appointed, all external bonds issued by 
the Chinese Government, owned or con- 
trolled by them. That an international 
board or committee should be appointed, 
the chairmanship of which we shall re- 
tain to co-operate with the Chinese Gov- 
ernment to work out a plan of establishing 
our sister republic on a firm and sound 
basis. That a consolidated refunding gold 
loan should be made to China, in an 
amount sufficient to establish a gold stand- 
ard for the country and to provide funds 
for her immediate and pressing necessities. 
That the Allied Powers should transfer 
and assign to the international board, to 
act as trustee, all the collateral pledged, 
for any and all external bonds issued by 
the Chinese Government and secire such 
additional security from the Chinese Gov- 
ernment as the new issue may require. 
In addition all spheres of influence should 
be discarded, all concessions not being 
worked should be surrendered within a 
stated period if not developed, and all 
grants and special privileges existing con- 
trary to the policy of the Open Door 
should be forthwith cancelled. 

The purpose of the consolidated refund- 
ing gold loan should be to consolidate all 
of the foreign bonds of the Chinese Gov- 
ernment into a single issue, secured by 
all of the collateral for all the issues here- 
tofore made and prevent the possibility of 
pressure being brought to bear on China 
by nations holding bonds to secure fur- 
ther concessions or special privileges which 
would be a violation of the Open Door 
principle. The board of trustees should 
determine which, when and how the vari- 
ous issues outstanding shall be retired or 
refunded, and arrange and provide for 
them. 
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REPUBLIC OF URUGUAY 


(PAYABLE AT FIXED EXCHANGES) 





EXTERNAL GOLD 5s OF 1919 


For those who desire to purchase a long-term security 
in dollars at a fixed rate of exchange, the Uruguay 
5s of 1919 present such an opportunity. 


The principal and interest payable in United States 
gold at the FIXED RATE OF $4.86 PER POUND 
STERLING. Interest is due the first of each January, 
April, July and October. 


Principal is repayable by operation of a Sinking Fund 
of 1% per annum, which would retire this Issue in 
whole by 1959 or sooner. 


At present price the Income basis is 8%, while the 
Yield is materially higher according to redemption. 


Complete details upon request. 


AMERICAN EXPRESS COMPANY 


65 BROADWAY~ NEW YORK 





SECURITIES 
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Foreign 
Exchange 
Explained 


RRAY HILL 8080 





Call, telephone or write. 
Ask for booklet MX-23. 


‘UPTOWN M.M OFFICE 
25 WEST 438 ST. 


q 
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A remarkable booklet explaining 
in a simple and interesting way 
the many varied phases of md 
eign exchange. 

Much information will be 
gleaned from this pocket size 
booklet which will be of aid to 
present holders of foreign se- 
curities as well as prospective 
purchasers. 

The fourth (revised) edition is 
now ready and a limited number 
will be sent gratis to those in- 
terested. 


We H.McKenna & Co. 


25 Broadway, 
BOWLING GRE ;REEN iservs 


New York. 
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Why is it easier to make 
money than to keep it? 


Why do so many make 


unfortunate investments? 


Why do great numbers of 
people fail to distinguish 


between sound and un- 
sound securities? 


Our booklet, “Common 
Sense inInvesting Money’, 
tells why. Write for it to- 
day. Ask for 


BOOKLET D-713 





INCORPORATED + ESTABLISHED 1882 


Straus Building, New York 
Straus Building, Chicago 
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Says Black to Brown— 


“A fellow can't tell how to 
invest these days. Too many 
failures and losses, and divi- 
dends that are passed or re- 
duced. Guess I'll play safe and 
keep my money in the bank.” 


Says Brown to Black— 


“You're all wrong, old man. 
My investments never fail: 1! 
ut all my spare money into 
orman Farm Mortgage Invest- 
ments. There's no Sek there— 
the 7% interest positively can’t 
stop, and par value is always 
actual value. Farm land is t \e 
greatest security in the world. 


Brown knows the secret of 
safe investing—Forman Invest- 
ments. They can be had on 
the Partial Payment Plan by 
those who wish it. Ask for 
booklet M4 which tells you 


how. 
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the Chinese. 
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The board of trustees would then credit 
each nation of the Allied Powers with the 
amount of the bonds turned into the trus- 
tee by them, the deposited bonds to be 
credited to the new loan or exchanged for 
new bonds of the new issue. 
would have the authority to negotiate 
these bonds either on the open market or © 
syndicate them, selling at the best market 
price to the bankers of the world, thus 
eliminating the monopolistic feature which 
seems to be present in the consortium 
plan and which appears objectionable to 
The board would co-operate 
with the Chinese Government in reorgan- 
izing the revenue collecting departments 
of all securities which are now or which 
may hereafter be pledged by the Chinese 
Government 
through the board. 


for external loans 


What the Plan Would Do 


The enforcement of such an Open Door 
policy would render China invaluable aid. 
Her sovereign rights would be restored, 
she could fix her own revenue charges and 
proceed with her 
without foreign restriction. 
lecting agencies being under joint super- 
the greatest 
stumbling block to unification and prog- 
ress, the military governors, who survive 
through collecting and withholding the 
revenues of the Government. 
right to hold these revenues because they 
were security for foreign loans they would 
be without funds to maintain themselves 
emperors or retain their 
large personal armies, which number near- 
ly a million and a half men, and are the 
cause of endless trouble and petty strife 
and whose maintenance has reduced the 


internal 


would eliminate 


Government almost to bankruptcy. 


With China on a gold basis, her inter- 
national commerce would be on the same 
footing as other nations, business would 
not be dependent upon a fluctuating rate 
of exchange and success or failure would 
not hinge upon the speculative value of 
The banks which would survive 
this change would have to convert them- 
selves from shops to commercial and in- 
dustrial banks or retire, and the general 
economic condition would soon become 


silver. 


strong and capable of healthful growth 
and development. 
The principle of an Open Door with the 


land mortgaged, 
the furniture moved out, 


much 


financial co-operation in 


the house stripped and 
does not hold 
inducement for American 
China, but the 


of an 


mortgage can be lifted, the chattels re- 
covered and the Open Door policy can be 
brought to life-and made to function by 
a firm policy backed up by the financial 


pressure we are now in a position to 
exert. 
As Americans we should insist that 


any declaration of the United States Gov- 
ernment, on whatsoever subject it may be 


made, 
world. 


be respected and heeded by the 





Manufacturers to Meet Oct. 5-6 


The Twelfth Annual Convention of the 


American Manufacturers Export Associa- 
tion will be held October 5-6 next, at the 
Waldorf-Astoria, New York. The central 
theme of this convention will be: 
trade necessary and profitable.” 
matic and commercial representatives from 
other lands will be present. 


“Foreign 
Diplo- 


The board 


made 


development 
The tax col- 


Without the 








HAVE WE SEEN THE WORST? 
(Continued from page 597) 








vention and contained 
herewith. 
“As you can see,” 


summary of the views of these c: 
men, as expressed at their annual cop 
in tabular 


he pointed out, “ 
majority of our industries show a de- 
crease in dollar value of sales and 


nits 


sold so far this year as compared with 


last year. 


For May, however, 


jority show an increase in sales. 


“The consensus of opinion, 
seen from the chart, was that 


the ma- 
as wil! be 
the revival 


of business activity had yet to reach all 


On 
line 


lines. 
every 


the other hand, 
looks for an 


practically 


improvement. 


Business is expected to pick up with the 
harvesting of the crops and when com. 


plete liquidation has 


been effected. 


However, most lines do not look for 
really good business until 1922.” 





INVESTMENT? 





IS FOREIGN MONEY A GOOD 


(Continued from page 603) 








ened to flood the whole of the continent. 
The number of Romanoff notes turned ou 


by the number of the plates and machi: 


t 
by the Bolsheviks was apparently limited 
t 


which they have been running on h 


boxes for the past three years. 


Statistics on Russian money are not 
available nor are they necessary to prove 
the utter worthlessness of this money as 


an investment. 


It may go by the bushel 
for the dollar just as the Folish, 


Hun- 


garian and Austrian goes by the peck; 

may be backed by all the national wealth 
of Russia—superabundant enough ther 
but let us not forget that national 
wealth is an acquisition only when it is 


turned into products and 
Russia is entirely lacking. 


in these 


In the other poverty stricken countric 
in Europe paper money still circulates at 
its agreed value but in Russia it is ré 


garded as only a nuisance. 


This attitude 


of the Russian peasant toward the moun- 
tains of paper prove better than anythin 
else the futility of any expectations of its 


ever being redeemed. 


The Future of Trade 
Convinced then, 


that depreciated Euro 


pean moneys must continue for many years 
practically without purchasing power, we 
face the greatest problem of the commer- 
cial world today—On what basis shall 
trade relations with Europe and norma! 
commerce between Europe and the United 


States be resumed? 


And to that question the only logical 


answer is: Through some form 
national barter. 
she cannot buy. 


of inter- 


Europe can produce but 
Her buying ability can 


only be regained after many, many years 
of producing more than she alone con- 


sumes. 


In the meanwhile, in payment for 


the goods her countries must import, all 


Europe can give in exchange 


equivalent value in other products, 


terials or manufacture. 


will be 
ma- 


It is a method of trading beset with 


many obstacles and complications. 


It will 


mean discarding old standards and adopt- 


ing néw ones, 
other way. 


THE MAGAZINE OF WALL STREET 


There seems, however, no 
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AUTUMN SEASON IN BUSINESS 
(Continued from page 604) 











have been largely eliminated. Exceptions 
are {ound in the case of isolated securities, 
noth stocks and bonds, which have suf- 
fered from special conditions, Instances 
of this sort are seen in the case of some 
of the oil, and especially of the sugar 
shares. Such stocks are experiencing be- 
late. effects of deflation and are passing 
through a stage which under normal con- 
ditions should have reached sooner. 

I: the stock and investment market, as 
in the field of prices, there are in fact 
some elements which are behindhand in 
the general movement. These tend some- 
what to distort the business indexes re- 
lating to them and to prevent such figures 
from reflecting as fully as they should the 
truc status of the situation. 

|: should be remembered also that in- 
yesiment conditions have been affected 
during the past summer, and especially 
during the past month, by legislative pros- 
pects in a way that is far in excess of 
noimal. The failure of Congress to act 
upon the railroad refunding measure un- 
do:btedly pulled down values in_ that 
brinch of the securities market, while the 
disappointing character of the tax and 
tariff bills has suspended advances that 
had been in progress or in some cases 
actually begun. While it cannot be said 
t the conditions under which borrow- 
ing is now carried on, either by the busi- 
ness man or by the individual company, 
with long-term securities to dispose of, 
have greatly improved, they have not de- 
teriorated. If anything, the cost of capi- 
t 
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is probably slightly less than hereto- 
re, 





The Volume of Business 


An unusually early movement of agri- 
cultural products to market has increased 
the tonnage statistics of the railroads and 
has very greatly helped their net revenues, 
thus giving them an immensely improved 
outlook as compared with the correspond- 
ing month of 1920. Production statistics 
show that most cereal crops are fully up 
to the five-year average, and while cotton 
is falling far below that average, and even 
below the early forecasts, some predicting 
that it may be as low as seven million 
bales, this, in view of the great carry- 
over of cotton, has not been regarded 
with the same regret that would otherwise 
have been felt. 

Business reports from the agricultural 
egions of the West show a very marked 
restoration of prosperity and of normal 
‘onditions in purchasing and consuming. 
[t is still true as in past months that the 
indexes showing the volume of business 
in the steel and iron trades are disappoint- 
ing and misleading as well. Unfilled or- 
ders for the United States Steel Corpora- 
tion during July fell to 4,800,000 tons, 
and pig iron production to 860,000,000 
tons, both very low figures. But as fully 
explained on former occasions, this con- 
dition in steel and iron is not to be re- 
garded as typical of the present business 
situation, but rather as indicative of a re- 
tarded condition in those particular 
branches. 

Other indexes of production show much 
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Foreign Exchange Rates 


Daily Quotations 












ONDITIONS abroad are gradually stabilizing. Ex- 
porters and Importers may expect a gradually increas- 
ing European demand for our goods and a greatly 

increased offering of European products. 

The resulting Foreign Exchange requirements can best be 
met by a House with extensive and long established foreign 
connections. 

K., N. & K.’s knowledge of foreign conditions will help you 
and the use of K., N. & K. facilities will expedite your trans- 
actions. 

We will quote you the most favorable foreign exchange rates 
by telephone, telegraph or mail. Address our New Business 
Department and ask for daily quotations. 


Knauth,Nachod & Kuhne 


Members New York Stock Exchange 
EQUITABLE BUILDING NEW YORK 


“SEVENTY YEARS IN SERVING THE PUBLIC” 
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Factors Affecting 
The Bond Market 


HE leading editorial of the September 

issue of “Cassatt Offerings” is de- 
voted to a review of several of the factors 
affecting the bond market, and which indi- 
cate the change which has taken place in 
fundamental conditions. 











We believe you will be interested, not only 
in this article, but in the analyses of sev- 
eral of the more conservative securities 
which we recommend for investment. 
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612 


STANDS 
IN ONE 
OFFICE 


Yhe 
‘*Satellite’’ 


The Larkin Company of Buffalo, N. Y., has found it 
advantageous to employ a battery of 612 ‘‘Satellite”’ 
Typewriter Stands. This installation did not take 
place overnight. Starting with a mere half dozen the 
Larkin Company officials soon recognized the “‘Satel- 
lite’ Stand saved space, saved time and increased efi- 
ciency. As the requirements of the business grew, 
more stands were added until a total of 612 are now 
constant daily satisfaction. 

The ‘Satellite’ is the most practical typewriter stand 
made. Adjustable as to height in a moment, and 
portable, it puts the typewriter keyboard exactly where 
the typist wants it, thus permitting more work with 

of metal, with metal or wood top, 
More than 40,000 







pany, Dayton Engineering Laboratories, J. P. 

& Company, Remington Typewriter Company, etc. 
Reasonably priced and guaranteed satisfactory. 
Sent on your approval. Write today. Dept. D. 


Adjustable Table Co. 








Grand Rapids, Michigan 




















more satisfactory results. In textiles par- 
ticularly a substantial degree of activity 
is not only expected but actually existing. 
Both cotton and wool consumption are 
growing and the amount of unemployed 
machinery in those and in other lines has 
been reduced. The output of industries 
manufacturing shoes and leather articles 
continues good, and general manufactur- 
ing of many kinds has taken a distinct 
upward trend within the past few weeks. 
On the whole, production and transporta- 
tion statistics show an encouraging pros- 
pect. 


Trade with Other Countries 


With production growing and with 
shortages of crops in many parts of Eu- 
rope, while in manufacturing the competi- 
tive power of European countries has been 
by no.means as great as had been ex- 
pected, a reasonable improvement in our 
foreign trade was practically unavoidable. 
Our favorable balance for July was $144,- 
000,000, and while exports continue to be 
small in value as compared with 1920, 
they have been greatly increased in quan- 
tity, particularly as regards staples. The 
volume of unsold merchandise growing out 
of the exhaustion of orders held at South 
American points has been materially les- 
sened, partly through the reimportation 
and consumption in the United States and 
partly through the gradual sale at ports 
to which the goods had been shipped. 

A moderate restoration of demand in 
some parts of South America and in Eu- 
rope is under way, the problem being, as 
heretofore, the development of methods of 
paying for our goods. In studying the 
graph which presents foreign trade bal- 
ances, therefore, it should be remembered 
that the excess exports there depicted are 
on an entirely different basis from the 
figures of 1920, due to the fact that our 
staple commodities, such as cereals and 
cotton, have fallen so heavily in the 
world’s markets. This largely reduces the 
value of comparisons stated in terms of 
dollars from year to year. 

Despite the depressed condition of the 
exporting trade, close observers believe 
that some of the worst features of recent 
conditions have been overcome and that 
the outlook will be considerably better 
from this time forward. 


Credit and Buying Power 


The fact that many businesses have al- 
ready begun purchasing heavily for the 
autumn trade has tended to create a 
greater degree of activity in the use of 
bank credit than heretofore. Fluctuations, 
however, have occurred in the figures, as 
shown from week to week, due to the 
fact that in some parts of the country a 
restriction of retail buying has set in. 
This restriction of retail buying is found 
chiefly in manufacturing regions where 
the amount of unemployment continues to 
grow and where the exhaustion of sav- 
ings has compelled individuals to cut down 
their purchases. 

It is usually true in times of business 
transition that a considerable “lag” is to 
be noted between downward and upward 
movements in wholesale and retail trade. 
There need, therefore, be no surprise at 
the fact that the indexes of retail trade 
compiled by the Federal Reserve System 
show a decline in some parts of the coun- 
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try, notwithstanding better prospects jy 
manufacturing and in wholesaling. Nor 
need there be any surprise that as ti 
result of this reduction in retail‘ activity 
here and there lessened activity of bank 
credit should be observed. 

Analytical study of the movement +f 
bank deposits shows that, taking the ~oup. 
try as a whole, there is a decided increase 
in the rate at which funds are being 
turned over, or, in other words, a dis. 
tinct increase in the volume of business: 
It will require some weeks for this jp- 
crease in activity to become general and 
to be reflected throughout the whole series 
of business indexes which have to do with 
retail trade and with credit. 


General Outlook 


Most persons have now abandoned the 
attitude of undue or professional optimism 
which led some to predict a vigorous im- 
provement in business as early as last 
spring, and then review such predictions 
for the coming autumn. It is now recog- 
nized that the worldwide character of de- 
pression and the disturbances of credit 
and banking machinery everywhere, cov- 
pled with the shortage of capital in every 
producing community, necessarily means 
higher costs of production and according- 
ly gradual and slow recovery only. Some 
forecasters of standing in the financial 
world now fix a vague date immediately 
after the crop yield of 1922 has been 
ascertained as the time when “full pros- 
perity” will return. Such predictions are 
untrustworthy, the truth being that, as 
already seen, there are various lines of 
business which still require considerable 
readjustment, while in others the restora- 
tion of activity has already been very gen- 
eral. 

With reasonably satisfactory agricul- 
tural yields, and with the beginnings of 
improvement in foreign trade, the country, 
however, enters upon the autumn season 
with an excellent basis for confidence and 
with reasonable expectation that the un- 
employment still prevalent in many lines 
will be quite steadily reduced. Complete 
termination of all of the present business 
difficulties is not to be expected for a 
good while to come. Prospective opera- 
tions in any given line should be care- 
fully studied in the light of. special prob- 
lems affecting that particular branch of 
business. This perhaps is more essential 
now than heretofore due to the irregular 
or “spotted” character of the progress 
during the past summer. 





NEW FINANCING SMALL 
(Continued from page 609) 








ity. The company holds under lease 
valuable gas and oil rights and has in 
operation about 700 gas wells and 184 
oil wells. 

The proceeds of this issue will be used 
to reimburse the company for past ex- 
penditures and for the acquisition of ad- 
ditional acreage and the construction of 
additional extraction plants. 

The bonds are protected by a sinking 
fund which is sufficient to retire approxi- 
imately 90% of the bonds before matur- 
ity. They were offered at 98% to yield 
about 7.75%. 
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GIVE US POWER 
(Continued from page 615) 








productive farm land is certain—because 
it is already being done. There is water 
beneath in plenty, and the sandy soil is 
practically identical with that of the Im- 
perial Valleysthe fame of the reclamation 
of which has spread throughout the world. 
The feat, according to engineers, will be 
easier because in the Mojave district there 
will be no silt, filling irrigation systems, 
with which to contend. 


Plans for Next Decade 

To take care of this great development, 
the program outlined for the next ten 
years is necessary. It could not kave 
been done earlier. It cannot longer be 
delayed if the development of Southern 
California is not to be stunted. Public 
utilities must keep a reasonable distance 
ahead of demands; they should not and it 
is impossible for them to leap forward 
with developments far in excess of prob- 
able immediate community needs. Were it 
possible before the end of the present year 
to finance and install all of the plants 
contemplated in the ten year program, it 
would be unwise to do so. Such plants 
would be so far in excess of present needs 
that the loss through interest upon the 
investment and depreciation of idle ma- 
chinery would be enormous and unnec- 
essary. 

Railroad Commission regulation has 
largely removed the element of risk from 
the stocks and bonds of power companies, 
such as the operating companies con- 
trolled by the Nevada-California Electric 
Corporation, and placed them in the same 
class with municipal and government se- 
curities. 

Under these circumstances the officers 
of the Nevada-California Electric Cor- 
poration are laying their plans for the 
expenditure of some $8,000,000 in plant 
construction during the next ten years. 

In detail the program as at present out- 
lined calls for construction within that 
period of seven hydro-electric plants, in 
California. Of the streams which will be 
harnessed, four are on the eastern slope 
of the Sierra Nevada Mountains, two on 
the eastern slope of the San Jacinto Moun- 
tains, and the remaining one on the west- 
ern slope of the San Bernardino Moun- 
tains. 

Bishop Creek, fourteen miles in length, 
producing 40,780 horsepower of hydro- 
electrical energy from five plants, is per- 
haps the most efficiently used stream for 
such purposes in the world. 

It will be noted that Bishop Creek is 
on the eastern slope of the Sierra Nevadas. 
That is a distinct advantage, from the 
fact that the load of the Nevada-Califor- 
nia Electric Corporation reaches its peak 
during the period of maximum agricu)- 
tural demand for irrigation, which is 
coincident with the run-off period of the 
waters. The eastern approach to these 
mountains is abrupt and characterized by 
deep guiches in which the snow lies, un- 
melted, long after every white spot has 
disappeared from the western side and the 
streams there have dwindled to almost 
nothing. As a consequence, the slowly 
melting snow of the eastern slope keeps 
the plants on Bishop Creek working to 
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N every field of industry, 

there is always one prod- 
uct whose reputation 
makes it the standard by 
which all similar products 
are judged. 


In tires, the standard for 
the past twenty-six years 
has been Kelly-Springfield. 


























frase ere tee © 6 Per OF 
Time to Re-tire? 
(Buy Fiek) 


N the new search for values 
Fisk Tires stand out as a 
sound purchase, in which ex- 
tra mileage is an ordinary 
expectation which is regular- 


ly satisfied. 


Sold only by dealers 











































To Canada Belongs 
the 20th Century 


To the United States the 19th 
Century was her greatest period 
of growth and achievement. To 
Canada the 20th Century will 
mean all that the preceding era 
has meant to her great neighbor 
on the south. 










This is the time to buy sound 
Canadian securities an profit 
well as Canada assumes inevi- 






tably her greater position among 
the nations of the world. 


Let us tell you more about Cana- 
dian securities and particularly 
about a Hydro Electric bond of 
a sound Quebec Company a 
will return about 8%% in U. S. 
funds to the American investor. 













Bryant, Isard & Co 


Members: 

Toronto Stock Seehenas 
Chicago Board of Trade 
Montreal: 

84-90 St. Francois Xavier St. 

Toronto: . 
Canadian Pacific Building 
Private Wire to Toronto, New York, Chi- 
cago, Boston and cities of first importance. 











“Investment Bankers since 1899.” 



















CANADA 


is Growing! 












The sound development of a 
comparatively young country 
with splendid natural endow- 
ments is full of opportunities 
for the investor. 


Canada is financially sound. 
She has able business men, 
rich resources, and the deter- 
mination to grow. 

Here is the natural field for 


United States investors of 
means. 


Development of the Chemical 
and Fertilizer industry will be 
gudueey profitable. Send 
or prospectus of Chemical 
Products, Ltd., whose 8% pre- 
ferred participating Stock we 


can now offer with a eibeten 
tial bonus of Common. 




























Write us today for a survey of condi- 
tions in the Canadian investment market 
and details of present opportunities. 













Graham Sanson. (a 










Write for our Special Circular No. 112- 


full capacity long into the Summer, besides 
filling the reservoirs for Winter use. This 
water, working to almost full efficiency, 
rushes downward, operating plant after 
plant, going practically from the outlet 
of one into the intake of the next, and 
finally, directly into irrigation ditches. 


Features of the Company 


There are certain characteristics of the 
Nevada-California Electric Corporation 
worthy of comment: 

Financially it has been a paying proposi- 
tion from the start. 

Its stocks and bonds-find ready sale in 
the open market, and as an indication of 
the faith of those who know the property 
intimately, its own employees are heavy 
stockholders. 

It is the only 100% hydro-electric power 
company in Southern California, and 
maintains its 10,600 horsepower steam 
plant at San Bernardino merely as a 
“stand-by” protection. 

Too much stress cannot be placed upon 
the importance to any power concern of 
its potential hydro-electric production ca- 
pacity. Especially is this true in Southern 
California, where the making of electrical 
energy with coal is out of the question 
because of the great distance to the near- 
est coal fields. 

Coal eliminated, there remain but two 
methods of manufacturing electricity in 
large quantities—oil and streams. South- 
ern California has both, but the demands 
made upon her oil resources by the Navy 
and by industries which cannot use a sub- 
stitute, tax them to capacity all of the 
time in spite of the fact that new oil fields 
are constantly being brought in. The 
principles of true economy dictate that this 
oil should be conserved, and that. the 
power for the development of Southern 
California be produced by harnessing her 
mountain streams. Another reason why 
hydro-electric energy is preferable to that 
produced from oil or its by-products, such 
as gasoline, in the territory served by the 
Nevada-California Electric Corporation, is 
that of cost. It often costs more to trans- 
port the gasoline from its source to the 
pump on the farm where it is to be used, 
than it costs to buy the gasoline itself. 

The growth and stability of a power 
company is perhaps best indicated in the 
growth and distribution of its load. The 
distribution of the load of the Nevada- 
California Electric Corporation is: for 
lighting purposes, 5.54% of the total; for 
industrial purposes, 48.53%; mining, 
25.80% ; and agricultural, 20.13%. It has 
a connected load of 89,000 horsepower, 
and a generating capacity of approximately 
80,000 horsepower. The entire connected 
load, of course, is never operated simul- 
taneously, and during the peak period last 
year, when there was a general power 
shortage, the Nevada-California Electric 
Corporation took care of the needs of all 
of its own territory with hydro-electrical 
energy. 

In 1906 that portion of the corporation 
doing business in Nevada,—the Nevada- 
California Power Company—began opera- 
tions with an output for the year of 
5,501,251 K. W. H. By 1911 this had in- 
creased to 55,652,300 kilowatt hours. In 
1912, when the Southern Sierras began 
operation, the plant output was 66,001,450 
K. W. H. The Southern Sierras, starting 
with 1,526,450 kilowatt hours for the first 
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year, increased 707% during the following 
year to 12,351,600 kilowatt hours. The 


successive stages of growth thereafter are 
1915, 42. 
; 1916, 51,355,533; 1917, 73,064,875 . 


as follows: 
692,132 
1918, 95,789,107; 1919, 120,265,750; 1920, 
128,670,495. The total for the system for 
1920 was 183,317,047 kilowatt hours. 


1914, 29,258,400; 


Brief History 


It is appropriate, briefly, te review the 
history of the Nevada-California Electric 
Corporation, and recite the circumstances 
which brought it into existence and indi- 
cated the direction of its growth. 

The Nevada-California Power Com- 
pany, the parent organization, was born 
during the first years of the present cen- 
tury in response to demands for power 
from the then rapidly developing gold and 
silver mines of the Goldfield-Tonopah 
district. A generating plant was installed 
on Bishop Creek, Inyo County, and the 
transmission lines were carried across des- 
erts and high and desolate mountains to 
the Nevada camps. As the call for power 
increased in the mineral district, succes- 
sive plants were built on Bishop Creek 
and distribution lines were extended to 
successively opened fields in Nevada. 

But as the bonanzas began to be ex- 
hausted, it was realized that permanent 
markets must be secured elsewhere for 
the power, actual and potential, controlied 
by the company. The world’s longest 
transmission line was drawn through 
Owens River Valley to the bottom, and 
bending thence eastward by way of Rands- 
burg and Victorville, was carried through 
San Bernardino, the opulent citrus, de- 
ciduous and agricultural region of West- 
ern Riverside County, and thence, by way 
of the Coachella Valley, through Imperial 
County to the Mexican boundary and on 
to the Colorado River opposite Yuma, 
Arizona. This gave the line four centers 
of population, spotted like oases on a 
desert, but certain to extend toward each 
other and unite as population grows and 
reclamation of the semi-arid region pro- 
gresses. 

Owens River Valley contains thriving 
towns and a prosperous ranching and cat- 
tle raising population. The citrus belt of 
San Bernardino and Riverside Counties 
was studded with thriving cities and towns. 
The Coachella Valley has already become 
the pioneer date growing section of the 
New World and is coming to the front 
as the natural hot house and forcing bed 
for early truck and melons for the East- 
ern markets. 

In no locality has the electrical energy 
supplied by this company played a more 
important role than in Imperial Valley. 
When the transmission arrived there, rec- 
lamation of Imperial was well under way 
and the farmers were fighting a desperate 
battle with the silt from the Colorado 
River which constantly filled up their 
ditches. Great dredges, operated at almost 
prohibitive cost with oil, were digging to 
keep the main waterways open. The in- 
habitants hailed the arrival of the high 
power line with delight, and immediately 
put high power electrical dredges to work 
which ever since have kept the ditches 
clear of silt. Imperial has grown until 
last year its population of 50,000 saw 
their valley produce approximately $60,- 
000,000 worth of products. Electrical en- 
ergy is used to manufacture the ice for 


efrigerating 10,000 to 12,000 carloads of 

arly vegetables and melons for eastern 

hipment annually, and to care for do- 
- demand involving an annual out- 
f 100,000 tons. 

g seen and taken part in the de- 
yyment of Imperial, and realizing the 
sauds and thousands of similar acres 

territory which will be soon brought 
duction, and realizing that develop- 
f the potash and other mineral de- 
contiguous to its lines is certain, 
mpany advances the $8,000,000 de- 

ment program herein outlined—that 
be prepared to serve in the future 
he past. 





Foreign Financing 


result of this withdrawal of our 
trom the foreign field is interesting 
ther way because it tends to throw 
light upon the broader questicns 
ign financing. Ever since the war, 
our indifference to the subject, 
has been a strong drift toward the 
of foreign securities in the United 
This was to have been expected 
e€ was no other country in the world 
could equally well undertake such 
ng. Nevertheless the securities 
een treated with considerable cold- 
rere and, as is well known, recent 
; to organize foreign financing cor- 
tions have not been very successful. 
little progress has been made but 
t has been done has been of small gen- 
nportance. The primary reason for 
titude of the public has not entirely 
lack of capital but has been the un- 
1inty and doubt that was felt concern- 
x the status of foreign credits and for- 
x currencies. With this doubt, as keen 
as it has been, not a few have been of 
the opinion that it was questionable 
whether large investments in foreign bonds 
were wise or not. Obviously the only way 
in which assurance on this point could be 
btained would be efficient credit and bank- 
ing connections in foreign countries. Such 
connections, however, as just noted, are 
growing less numerous rather than more 
so, and they are likewise less efficient than 
they have been. Some financiers are in- 
clined to complain of a lack of govern- 
ment cG-operation, stating that even the 
best financial effort would not have been 
successful had it not been sustained 
through government assistance, particu- 
larly in the elimination of political risks 
and the furnishing of some sort of guar- 
antees fagainst changes of government. 
There may be force in this argument but 
the fact remains that the tendency now 
is away from any such investigation of 
foreign credit risks and still more strong- 
ly away from any guaranteeing of such 
tisks. This seems to point to a condition 
of more and more intense isolation on 
the part of the United States. Such iso- 
lation will unavoidably be aggravated by 
‘he pending tariff legislation should that 
measure be enacted. But even if no 
change in tariff should be made so that 
no falling off would occur in imports, it 
would still remain true that we can hardly 
expect to maintain our export business 
on its recent scale unless we are prepared 
to absorb foreign securities and to grant 
credits on as liberal a basis as has been 
allowed by competitors. 
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C.P.R. 
Lowest Level 
in 20 Years 


Yet the Canadian Pacific was one of the few large 
railroads ‘in the world to earn and pay dividends 
through the war without Government aid. 


The strength of its position and the consistently prof- 
itable character of its shares are explained in an 
analysis of the C. P. R. we have just prepared. 


Write for a copy today 


Greenshields & Co. 


Investment Bankers 


17-A St. John Street, Montreal 
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CONVERTIBLE BONDS 


Investors wishing to combine 
an element of speculation with 
their investments will be inter- 
ested in our list of active Con- 
vertible Bonds. 


Ask for Circular T-56. 


HORNBLOWER & WEEKS 
42 Broadway, New York City 
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Legal Investment for Savings Banks and 
Trust Funds in Ohio, Connecticut, Ver- 
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$1,000,000 
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DOMINION OF CANADA 
Five Year 6% Gold Bonds 


Dated Aug. 16, 1921. 
Due Aug. 16, 1926 


Principal and semi annual interest 
payable in Gold in New York. 


Legal opinion of 
Messrs. Malone, Malone & 
Long 


Price 94 and Interest 
Yielding 7.50% 
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M. W. 19. 


ee i 


Ground Floor, Singer Building 
89 Liberty Street New York 
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Now and Tomorrow 


As the purchasing 
power of your money 
increases, you will find 
it more and more to 
your advantage to have 
it invested in well- 
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Let us give you full 
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curities of this charac- 
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FACTS ABOUT MEXICO 
(Continued from page 635) 








FOR AN INVESTMENT OF $20,009 
(Continued from page 625) 








United States tariff advocates. The oil 
business in Mexico having suffered unex- 
pected depression because of identical trade 
conditions that has overtaken the oil busi- 
ness in the United States leaves the tariff 
argument in shoal water. Conservative 
operators and interests in Mexico freely 
admit that petroleum business cannot re- 
vive much until industry revives in the 
United States, and that revival does not 
now appear near at hand. Conservative 
operators and interests in the United States 
have the same opinion. 


Still Some Activity 


Existing contracts for delivery of Mex- 
ican oil to United States and British ports 
will maintain shipments of considerable 
volume by all the American operators and 
about at normal by the affiliated British 
and Dutch interests, regardless of the al- 
leged prohibitory tax. Profits will be re- 
duced by as much as will cover the added 
Government collections, but the business 
will go on. The English and Dutch in- 
terests in Mexico have so far made no 
complaint about the new tax and regula- 
tions and continue operations of drilling 
new wells and shipping the oil. To that 
extent the assertion that the new tax is 
prohibitive and some of the regulations are 
confiscatory appears to be disproved and 
somewhat discredited. It is probably true 
that the British and Dutch operators in 
Mexico have a firmer market and more 
assurance of its maimtenance in their 
home territory than the American opera- 
tors have in their home territory, for the 
American operators must compete with 
an abundance of low-priced crude of 
both high and low grades in the United 
States. It seems that American petrol- 
eum interests are thus slightly handi- 
capped in competition with the foreign 
interests. And this suggests the query: 
“Is the closed door and prohibitive tariff 
idea the best expression of patriotism?” 
A clear-headed and upstanding American 
oil operator of international experience 
used almost that identical phrase in con- 
versation with me here. 

The price slump in Mexico is as ser- 
ious as in the United States, with the 
added tax of 29 cents up to 44 cents per 
barrel as a fixed charge before profits 
that producers in the United States can 
somewhat mitigate. The manner of con- 
sumption of Mexican oil, as I see it, does 
not very extensively compete with the 
same grade of oil in the United States; 
therefore further handicaps laid against 
Mexican oil would tend to put it out of 
the competitive running in the United 
States without adding materially to the 
consumption at better prices of oil pro- 
duced in the United States, and by de- 
flecting more Mexican oil to Europe 
would displace some of the American 
product heretofore used there. Sum- 
marized, the campaign for prohibitive 
tariffs in the United States is more 
political than industrial and commercial, 
visualized from the side lines. 

Following reviews will contain more 


_ specific and detailed..data not .obtainable 


in the short time I have been in Mexico, 


aud on October Ist, 242% will be paig 
Interest on these bonds, of course, ; 
subsequent to the claim of the lst ay 
refunding 5s. 


Should We Pick Any Stocks? 


It is not necessary to place all th 
$20,000 in bonds, although there is ,; 
compelling reason why that should no 
be done if the investor feels a little safer 
with all bonds and no stocks in his sai 
deposit box. As he is concerned princi. 
pally with safety of principal and wishes 
to minimize his risks, it probably woul 
be inadvisable to consider common stocks, 
although if he is willing to shoulder som 
risk there are common stocks which look 
almost ripe for the picking. However 
that is another story. Our $20,000 man 
had best confine himself to preferred 
stocks, and the two which literally stick 
out are U. S. Steel 7% Cumulative Pre. 
ferred and Standard Oil of N. J. 7% 
Cumulative Preferred, both of which at 
market prices bring a return of about 
6%4%. It may be said that the merits 
of these two issues are so obvious that 
it does not require the services of a kind 
analyst to point them out, the very fact 
that they are so quickly and widely rec- 
ognized being a tribute to their strength, 

The stock market during the present 
year has pretty well shown that a pre- 
ferred stock is far from immune in times 
of business depression, and market values 
do certainly fade rapidly when the position 
of the issuing corporation is weakened 
and susceptible to unfavorable develop- 
ments. 

Lest it be thought that the investment 
recommendations stressed in the foregoing 
are drab and colorless, a railroad common 
stock or two might be mentioned. One 
is Atchison common and the other Nor- 
folk & Western common. 

Atchison common has paid dividends 
of $6 annually since 1909, and Norfolk 
& Western has paid $7 since 1918. The 
Atchison dividend record extends back to 
1901, and Norfolk & Western to the same 
year. Atchison is a road depending for 
its revenues upon wheat, cotton, oil, cattle, 
copper and fruit. Norfolk & Western 
depends mainly upon soft coal, and is a 
model in its efficient and economic han- 
dling of heavy loads of bituminous, which, 
as everyone knows, carries a low rate 

With old “general conservatism” leading 
our investment, it probably would be bet- 
ter to use, say, $15,000 of the $20,000 for 
bonds, spreading the remainder around 
the stocks mentioned, but not concentrat- 
ing on any one issue and going lightly 
perhaps upon the railroad common stocks, 
taking just enough to give the investment 
a bit of flavor. y 

It is not claimed that these suggestions 
cover the whole field, or even begin to 
range the possibilities, but they are sam- 
ples of quality, and of good quality, and 
as such will serve to outline a commitment 
where, while the first aim is safety, the 
question of a compensatory income re- 
turn is considered. 
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HYDRO-ELECTRIC SECURITIES 
(Continued from page 613) 





Oneida, Saratoga Springs, and many other 
communities in this intensely industrialized 
regions. The company also furnishes all 
of the electricity used by the distributing 
companies in Troy and Mechanicsville and 
by the electric street railway system in 
and about Albany, Schenectady, Troy, 
Utica and Rome. The principal plants of 
the company are on the Hudson and 
Hoosic Rivers and on East Canada Creek 
and have a total present installed capacity 
of over 50,000 kilowatts. The company is 
in a peculiarly favorable position to take 
advantage of the large undeveloped hydro- 
electric resources of this territory. 

Last year, the Adirondack Power and 
Light earned the interest on its outstand- 
ing bonds twice over, including the inter- 
est on the $5,000,000 outstanding Adiron- 
dack Electric Power Corp. Ist 5s of 
1962, and the Adirondack Power & Light 





ing. It is also paying dividends at the 
rate of 7% annually on the outstanding 
$3,645,100 preferred stock, but nothing as 
yet has been paid on the common stock, 
of which the General Electric Co. owns 
50% of the total $9,062,100 outstanding. 
Earnings in the first quarter of the 
current year showed material increases in 
both gross and net over the totals for the 
corresponding quarter of 1920; but for 
the last quarter gross increased only $2,- 
431, while net decreased $83,142, while the 
balance after interest charges declined 
$78,301. Nevertheless, there was a suffi- 
cient margin to cover interest on the com- 
pany’s bonds and to meet the quarterly 
dividend of 134% on the preferred stock, 
despite the industrial stagnation which 
prevailed throughout the territory served 
by the company. However, both the first 
mortgage 5s of 1962 and the first and re- 
funding 6s of 1950,- the former selling 
around 81 and the latter at about 85, are 
well secured, for the original cost of the 
physical property stands at more than 
150% of all mortgage bonds outstand- 
At prevailing prices, the bonds 























Corp. Ist and refunding mortgage 6s of ing. . 
1950, as well as the Adirondack Power & look attractive as long-term investment 
Light Corp. converted debenture 5s of issues. 
1930, of which only $549,600 are outstand- The 7% cumulative preferred stock 
i 
ANALYSIS OF RAILROAD EARNINGS FOR FIRST SIX MONTHS OF 1921 
1 The following table is compiled on the assumption that the first six months represent 
44.1% of the traffic year, as they did in the test period: 
% Charges $PerSh. $ Per Sh. 
Road Net Oper. Def. Earned on Pfd, on Com. 
Atfamtie Genet TARO ..ccccccccccccccccseces  cocccere eens eos $5.20 
Matteo - .GRRD  ccecscccccviccccccecesee  « coscccee 85% aeee 
Gamaliem Baclhe .ccccccccccscccvcceccssevsee  cecccece ive 6,30 
Che@apeake & Ohio .........-cccceecceeeeeee —— weeeceee 4.60 
Chdenge & BH. TH. ...cccccccccccccccccccccces $320,322 eee 
Chicago Great Western ..........6scceeceee  teeeeeee 43 
Chicago, Mil. & St. Paul.........-..sseseee 2,815,724 
Chicago North Western we ° , 3,567,055 cece 
Chicago, R. I. & Pacific..........-.cceeceeee — weeeteee (g) 1.70 
Clewe., Cin., Chic. & St. L...... ccc ceccenee — ceneeees 97 aces evce 
Colorado & Southern ........scccccccceeceee — teenenee 8.70 
| Delaware & Hudson ........-:cecccscseeseee — seeeeees 8.45 
Delaware, Lack, & Western..........sssseeee  seeeeeee oon (a) 9.10 
Re, * nnnoensesescacdusasenedccessscespoesese 8 =«©6— eeeecece 7 eece 
Great Northern .........-csccecceeestecncee 1,611,160 eoee 
Tilinois Conmtral ........ccccceccnccccecscers  « seeenees 14,45 
Kansas City So, .......--cecccececcecseteee  seeeenes 8.35 
| Lake Erie & Western........+-+++sseseerees 264,336 oe 
Lehigh Valley .....-..ccsccccenececetneteces 825,613 
Louisville & Nashville ........-..ssseeeeeee 2,589,213 
Minneapolis & St. Lowis.........-sssepeeeee 683,653 eee 
| Missouri Pacific .....+-sssssssceeceecersreee  serecees 50 eoés 
New York Coentral.........ccccseccseceeeeee seeveeee 2,20 
Te i MARR BA Bamicecnerccccccctes —scecceee (b) 9.00 
N. ¥., New Haven & Hartford............-- 4,736,742 ontn aes 
N. ¥., Ontario & Western........-ccseeeceee  veeeeeee 41 onli 
Morfolk & Western .......cscesccccececcree  — teeenece 3.60 
Northern Pacifico .....0.ccsceecsceeeseceees 1,835,666 ease 
Pomnsylvania .......cceeccccneecetecccneeees  teeeeees 46 seen 
Pere Marquette .....-.cscccccetececccccenee — teeeenee ° (f) 2.50 er 
St. Louis, Sam Francisco.........--seecceeee  teeeenne pe 4 4.20 
St. Louis Southwestern. ..........scceeeeecee — caneneee cece 1,20 
Beaboard Air Lime .......ccsccseccccccceeees seeceeee 22 i 
Goutherm Pacific .......cccccceccccceccseccee sescceee éees (eo) 4.85 
Gouthern Railway ......-s-cesceccecreceeree — teeeeees 36 =—"s 
Texas & Pacific ......-cceesccecccncsccecees «— teereees (da) 92 pred. 
Union Pacife ....cccccccccsccecccccecccees «— sensceee wase 7.30 
Wabadd .ccccccccccccccccccsccccccccccoscess §  «— cvcscece 54 a 
Western Maryland .........cscecscceeeseeeee — teeeneee ocee .80 
Western Pacific ........cecccccccecceceteee «— teeeeeee (e) 80 me a 
Wheeling & Lake Erie .......scccccresceeee — seenenes 77 ~ 
*Five months’ earnings latest available. 
(a) $50 par value. (b) After 5% on the common stock, all classes of stock share equally. 
(c) Witheut oil income and after capital adjustments. (d) Before interest on $25,000,000 
income bonds. (e) Including Denver & Rio Grande and after proposed adjustments, (f) On 
prior preference stock. (g) On the 7% preferred stock. 
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“Where have I left 


that last issue?” 


How often have you said that, 
or something like it? We all 
do—and very frequently. 


We read an article or a news- 
item, we find some reference 
to the same subject in our 
daily work, we turn to lay 
our hands on the issue—and 
it seems to be the devil and all 
to locate that particular copy 
of the Magazine! 


It is of the greatest value to 
be able to consult back-num- 
bers of The Magazine of Wall 
Street. To have all numbers 
always arranged in the order 
of their dating amounts to an 
accessible, convenient invest- 
ment library. 


Our Binder accomplishes this 
—without trouble for anyone. 


The Binder is neat, attractive, 
durable—and_ simplicity it- 
self in operation. As each 
issue arrives, it is quickly and 
easily fastened in. The Binder 
opens like a book, with all 
inside margins fully visible. 


Bound in black Morocco 
Fabrikoid with the name of 
the Magazine stamped in 
gold. And your name can be 
stamped on the cover in gold, 
too, for a mere 25c. additional. 


The Binder sells for $4.00. 
Use the coupon below. 


ee ee 


The Magazine of Wall Street, 
42 Broadway, New York. 


Gentlemen: Please send me The Maga- 
zine of Wall Street Binder, for w 
I enclose $4.00. 
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Free on request 
Ask for No. 80 


CARL H.PFORZHEIMER & CO. 


Dealers in Standard Oil Securities 
25 Broad St., New York 
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$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 
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which is selling around 70, is only en- 
titled to a fair rating. 

The common stock, selling around 9, 
has speculative possibilities since the com- 
pany, as indicated above, operates in a 
very lucrative field normally and doubtless 
will in time show materially increased 
earning power. 


WHAT ABOUT THE PACKERS? 
(Continued from page 621) 








after dividends of $2,691,000 last year, the 
directorate found it necessary to discon- 
tinue dividend payments which formerly 
consisted of $1.25 quarterly per share. 
The last dividend was paid last March 
at the rate of $1.25 per share in stock. 
Discounting the unfavorable situation jn 
which the company found itself last year, 
the stock dropped from & to 34 ani 
now selling not far from the lowest price 
at 36. The stock appears thoroughly 
liquidated and has been very inactive over 
a long period near the lowest quotations, 
The prospects for the industry appear 
brighter than for some time and consid- 
ering the improved financial condition of 
the company and the outlook for better 
earnings, the stock seems to be attractive 
at these figures if held over a long period. 





WHAT SHALL WE DO WITH 
OUR UNEMPLOYED? 
(Continued from page 598) 








is 





on a large scale is the United States 
Government. There is-much work for 
it to give out. There are large areas 
to be reforested, there are tracts of 
land to be made fertile, there are 
bridges to be built, there are houses 
to be constructed, there are railroads to 
be refitted, and there are a thousand 
and one improvements to be made, and 
which we could easily make on the 
basis of our accumulated national 
wealth. We are not a poor nation to 
whom such things are impossible. We 
are incomparably the richest nation in 
the world. We have great wealth 
stored up and it is not being used. 
We have manpower and it is not being 
used. Shall we sit idly by and wait 
for things to turn out all right, or shall 
we intelligently set ourselves to the 
problem of building up this country? 

But “this requires credit” is heard. It 

seems pathetic that we cannot find this 
credit when, as everyone knows, if the 
country went to war tomorrow, that there 
would somehow be found all the credit 
necessary to carry the war through to a 
successful conclusion and our factories and 
farms and mills would again hum with 
activity. Shall it be said that we have 
money for war and none for peace? The 
means are at our disposal which could 
easily change the present situation and re- 
store prosperity almost forthwith. This 
could be at least partially accomplished 
even without recovery in international 
trade. This country should help itself and 
not wait for the rest of the world to re- 
cover. 

A nation-wide effort sponsored by the 
Government and seconded by the business 
and labor interests of this country would 
do a great deal toward reducing present 
unemployment, consequently promoting 
business stability. The Government’s plain 
duty is to formulate a definite, workable 
plan which will undo the present situation 
and lead us out of the bog in which we 
are still held fast. 

Certainly it has come to the point where 
business is fighting a losing battle. It has 
battled manfully for over a year but the 
conditions under which it has had to 
operate and under which it is still operat- 
ing have been too much for it. Inevitably, 
of course, business will pull itself out of 
the mire, but it is obvious that a quicker 
way of doing it would be to call for a 
national scheme of resuscitation formu- 
lated by the government along lines such 


Qa. 





Cudahy Packing 


Conditions in 1920 were about the sane 
for Cudahy as for the other packers and 
the close of the year saw this company 
earning net profits of 26 cents a share 
compared with $8.61 a share the previous 
year. Financial conditions last year were 
rather stringent for this company on ac- 
count of the very large amount of out- 
standing notes and accounts payable which 
it barely succeeded in reducing from thie 
1919 figures. This compelled the direc- 
tors to suspend dividends on all classes of 
stock. None have been resumed since. 


reduction from about $45,000,000 at the 
end of 1919 to $30,000,000 at the end of 
1920. In addition the cash item also in- 
creased so that this, may be said to repre- 
sent a definite improvement on the part 
of the company. This improvement has 
been maintained since the beginning of the 
year and by this time Cudahy should be on 
a fairly firm foundation, 

The common stock, outstanding to the 
amount of $17,249,500 in $100 par shares, 
has declined on the Chicago Stock Ex- 
change from 104 in 1920 to the present 
price of about 50. While it is hardly 
probable that dividends will be resumed 
this year the stock seems to have dis- 
counted the worst and seems to face a 
satisfactory future. It recommends itself 
as a good speculative issue of more than 
ordinarily solid character. 





LAW AND BUSINESS—by William 
H. Spencer. (Vol. 1.) 


This volume is the first of a three- 
volume work on the subject of law and 
business. The author in presenting the 
materials has a three-fold purpose: 

(1) To introduce the reader to the 
whole field of the law by giving him a 
certain background of jurisprudence, 2 
working knowledge of how rights are en- 
forced, and some appreciation of the anal- 
ysis of cases. 

(2) To show him the place law occu- 
pies in the structure of modern industrial 
society. 

(3) To lay a proper foundation for the 














functional causes which will follow. 
Price $4.70, postpaid. 
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as those proposed above. 


The inventory figure showed a fealthy 
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ANSWERS TO INQUIRIES 
(Continued from page 627) 








Steel, common; American Locomotive, 
California Packing, Reading and Southern 
Pacific. These are all dividend payers. 
Among non-dividend payers the following 
appeer attractive from a long-range view- 
point: U. S. Rubber, common; California 
Petroleum, Colorado & Southern, Ana- 
conda and Sears Roebuck. 

We should think that you could obtain 
a better return on your money by in- 
vesting in high-grade bonds than by keep- 
ing the bulk of it in the savings bank. 
Why not try one or two thousand dollar 
pieces of the following: Atchison general 
4s, S. Steel sinking fund 5s, American 
Tel. & Tel. 6s or if you want absolute 
safety, U. S. Treasury certificates, all 
yielding a higher return than the savings 


ban! 





FOR SAFETY ONLY 
Gilt-Edge Rails 
I have about $12,000 available for investment. 
1 wuld appreciate your recommending some 
g railroad bonds which are in an unquestion- 
able positicn with regard to principal and inter- 
est. I am most interested in conserving my prin- 
cipal and a yield of about 5% would satisfy 
Se 


me provided I ran no risk.—kK. 

We presume that you have a purpose 
in limiting your investment solely to 
railroad bonds and accordingly suggest the 
following: Southern Pacific Ist mortgage 
4s of 1950, Delaware & Hudson Ist and 
refunding 4s of 1943, Union Pacific land 
grant 4s of 1947, Atchison general 4s of 
1995 and Chi. R. I. and Pacific general 
mortgage 4s of 1988. The yield on these 
issues combined is about 544%, which will 
satisfy your requirements. Both principal 
and interest on these issues may be con- 
sidered safe. They are the acknowledged 
leaclers in their class. 





POINTS FOR INCOME BUILDERS 
(Continued from page 630) 











there is a still better reason for mention- 
ing him. That is, to call attention to a 
circular he has sent one of our readers. 
Among other interesting observations by 
Mr. Spoonts are the following: 

Right this minute, you could be worth 
several thousand dollars more than you 
are worth now if you had but known me 
six months ago.” 

‘My hank-book shows that in the past 
six months I’ve made over ONE HUN- 
DRED THOUSAND (100,000) DOL- 
LARS for myself.” 

No doubt with reference to the last 
quoted statement, the reader who for- 
wards Mr. Spoonts’ letter to us tersely 
queries: “Wonder if he has paid his in- 
come tax?” 

Fort Worth, Texas, papers please copy. 


Oil Bonds 

Carl H. Pforzheimer & Co. have issued 
a book giving descriptions of a number of 
bonds, notes and preferred stocks as re- 
cently issued by leading oil companies. 
Fourteen issues are analyzed. The book 
also contains tables for figuring bond in- 
terest. 


for SEPTEMBER 3, 1921 








How the Magazine 


Will Help You 


ZAHE MAGAZINE OF WALL STREET 
A will help you by keeping you thor- 
oughly informed on the market. 


It will furnish you, for instance, the 
latest information on the leading stocks and 
bonds—instruct you on overbought and over- 
sold markets—post you on the oil stocks and the 
oil market—inform you when stocks are better 
than bonds, or reveal chances for the small in- 
vestor. 


THE MAGAZINE OF WALL STREET will 
also help to keep you informed on the proper 
time to invest—show you how to judge the safety 
of securities—explain how to detect pool opera- 
tions in stocks—announce warnings on oil pro- 
motions—or explain the advantages of trading 
in smalk lots. 


By means of illustrations, tables and text, 
THE MAGAZINE OF WALL STREET will 
help you with the financial management of your 
business, aid you in your investments, and out- 
line plans for making your later years inde- 
pendent. 


Certainly you will want such valuable help, 
and you may secure it for the coming year by 
filling out and returning the convenient blank 
below. 


The blank will secure you a full year’s sub- 
scription to the magazine at only $7.50 for 26 
issues. Fill out and mail the blank today. 


The Magazine of Wall Street 
42 Broadway, New York City 


THE MAGAZINE OF WALL STREET, 42 Broadway, New York City 
Gentlemen: Enclosed find $7.50 for a yearly subscription. 


























10 Dividend-Paying 
Railroad Stocks 


Among the rails are a num- 
ber of seasoned dividend 
payers which can today be 
purchased at prices repre- 
senting a discount of 30% 
to 65% from their record 
high levels, on a basis yield- 
ing up to 914% on the in- 
vestment. 


Statistical report showing 10 
rails selling at from $35 to 
$120 a share, together with 
market highs and lows of 
the past 10 years, dividend 
records, capitalization, mile- 
age, etc. mailed free on 
request. 


Ask for M.W.585 


KOHLER. BREMER & @ 


-STOCKS - BONDS: 


32 Broadway, Hampton Hotel, 
NEW YORK ALBANY, BE 














Stock Options 


Offer great money-making pos- 
sibilities. No margin is re- 
quired as the risk is limited to 
their first cost. 


Investigate the advantages of 
this valuable method of stock 
trading. Circular W, describing 
their employment in place of 
stop orders; to supplement mar- 
gin; their insurance value, and 
other important features will be 
sent free upon request. 


Write us for quotations. We 
can always offer the most at- 
tractive contracts for either 
large amount of stock or odd 
lots. 


SH WILCOXS(@ 
PUTS ana CALLS 


GUARANTEED SY MEmsens oF Ted 
MEW YORK STOCK EXCHANGE ~ 


233 Broadway Bt ae 
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some close figuring on costs and prices. 
In other words, the newsprint industry is 
on the road to stability. 

Not much Significance as yet can be at- 
tached to competition from German and 
Scandinavian sources. It is true that 
there have been some importations from 
these countries but they are not large 
enough to greatly affect home and Ca- 
nadian producers. However, owing to the 
failure of the House Committee to af- 
ford protection to the industry in the new 
tariff bill, the situation has some ugly 
possibilities. 

Other types of paper have varied from 
steady to dull, and in general the situa- 
tion is very quiet. Some improvement is 
expected with the commencement of the 
fall season but there is nothing to sug- 
gest that a boom is in sight. 





RUBBER 


Conditions Still Unsettled 


The crude rubber market is extremely 
quiet, practically approaching a state of 
stagnation. Buyers are holding aloof and 
sellers are not eager to let go at the pres- 
ent level of prices. Consumers seem to 
be well stocked, at least sufficiently to 
take care of present needs and the market 
outlook therefore hardly appears propi- 
tious. In some quarters there is a belief 
that prices will turn downward but with 
sellers maintaining their present attitude 
such a development is improbable. 

Tire production is maintained at about 
the best levels of recent months. There 
is, however, little disposition to add to the 
present rate of output on account of the 
general uncertainty regarding the status 
of the tire trade at the end of the Autumn 
months. Prices in many instances are 
extremely low and in some cases are 
lower than those prevailing directly be- 
fore the war. Competition is keen and 
in general producing and selling interests 
are not having an easy time of it. Never- 
theless, considering present difficulties 
they are not making a bad showing. Some 
of the more efficiently managed companies 
with small capitalizations are returning 
a fair profit but those with excessive cap- 
italizations are beginning to reap the fruit 
of unwise financing. Speaking generally, 
the industry at large is on a moderate 
money-making basis but the effects of the 
early part of the year when conditions 
were unfavorable and that probably of the 
later part of the year when sales will 
probably fall off, make it unlikely that 
large balances for the year will be earned 
by any but two or three companies which 
have been steered carefully through the 
troubled waters of the past year. 

Mechanical rubber goods continue de- 
pressed on account of the general state of 
industry. Orders for footwear, however, 
have been coming in more satisfactorily 
of late and the outlook for this branch 
of the trade is more hopeful than it 
has been for some time. 

The rubber and tire industry is still 
going through its period of readjustment. 
A considerable amount of progress has 











already been made with regard to getting 
this industry on its feet but considering 
the difficulties facing the industry it 5; 
hardly probable that it can work into 4 
sound position until next Spring. By tha 
time, the general business situation shoul 
have improved sufficiently to provide sat. 
isfactory working conditions for all the 
departments of the rubber industry. 





SUGAR 











Downward Trend Continues 


Despite upward of a year of deflation 
in sugar, there has as yet been no sign of 
a sustained turn for the better. During 
this long period of depression there have 
been several small rallies but each have 
given way to the fundamentally bearish 
factors operating in the industry. 

The outstanding fact about the raw 
sugar industry is that the market is not 
in a position to absorb the huge stocks 
of raw sugars which will soon be press- 
ing for sale. Cuba, for example, has 
about 2,000,000 tons to ship here, whereas 
last year her surplus amounted to only 
600,000 tons. In addition there are large 
quantities to come from Porto Rico, the 
Philippines, Hawaii and other sources, 
Also there is an unmarketed surplus of 
old domestic cane and beet sugar, not to 
speak of the new domestic cane and beet 
sugar crops about to come on soon. It 
also appears that the European beet sugar 
crops will be better than expected on ac- 
count of the improvement in weather con- 
ditions so that the anticipated large sales 
abroad will probably not materialize at 
least to the extent expected. 

As almost always happens in a falling 
market, consumers show a tendency to 
hold off purchases fearing a further de- 
cline in the market. In the meantime, 
however, their own stocks are gradually 
dwindling and it is only a question of a 
short period before they must reenter the 
market. 

The refined trade is very quiet. New 
business is of moderate volume. How- 
ever, stocks here, too, are gradually being 
cleaned up and a new buying movement 
is expected soon, although, like the 
others, it will probably be of short dura- 
tion. . 

Prices in the raw sugar market are 
about 3.25 cents flat and 4.86 full duty 
paid. Probably if a 3.25 cent price could 
be secured by producers on the whole of 
their output, including the old and new 
stocks, they would escape heavy loss as 
their operating expenses have been heav- 
ily cut in the past few months. On the 
other hand, the statistical position of 
sugar is so uninviting that it is difficult 
to see how even the present low prices 
can be maintained much longer. The 
feeling in the trade at large is that an- 
other break in sugar prices must come 
this autumn. We do not subscribe to that 
theory, although recognizing its plausi- 
bility on present grounds, for one reason 
and that is that there is still a possibility 
that a more efficient method of marketing 
the old and new crops than that yet de- 
vised by the Cuban Sugar Commission 
may yet come to pass. The fact of the 
matter is that what the producers require 
in order to escape being forced to unload 
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eir product on an empty market is a 
ficient amount of credit to tide them 







y it is MR .. the balance of the year. One of the 
ate § brgest Cuban producers is exactly in 
3y that hat position, having a large quantity of 
should ygar on hand which must be financed 





itil the time this amount can be ab- 
rbed in large part, which would in this 
articular case, take about 6-9 months, It 
‘ould seem rather remarkable that this 
ompany and others in the same position 
hould not be able to secure loans on 
heir output for so short a time, espec- 
ily considering that within a period of 
kay 6-9 months conditions at large may be 
onsiderably better than what they are at 
present. , 
On the other hand, if these companies 
cannot secure credit like the smaller in- 





















have terests, they will be compelled to unload 
have [Mier product on an eminently unsatisfac- 
arish tory market with quite obvieus results. 
In that case, just as the trade believes, 
raw MB rices could go much lower than those 
} Not presently obtaining. 
‘ocks The whole sugar situation therefore is 
ress- MB ost uncertain. This has been reflected 
has in the immense decline in the market value 
Teas of sugar securities. So far as the latter 
only are concerned, however, it seems only fair 
arge to say that the strongest companies, both 
the producers and refiners, should emerge 
roes, eventually, if a little weakened, in a posi- 
| of tion to carry on business satisfactorily. 
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It Terms of the New Tax Bill 
gar Undoubtedly the tax measure is the topic 
ac- in which men of business throughout the 
on- country are more interested than any other. 
les For two months or more past, it has been 
at uncertain whether the Republican party 
. would find it possible to redeem the 
ng pledges made in connection with tax revi- 
to sion. Secretary Mellon has made it plain 
le- to Congress that a necessary forerunner of 
ne, tax modification was reduction in expendi- 
lly tures. Such reduction has not been pro- 
a vided for in any considerable degree. 
he Hence, the final presentation of a disap- 
pointing tax revision plan. True the bill 
Ww takes off the excess profits tax as agreed, 
N- but does not make this feature effective 
ig until January 1, 1922. So also of the re- 
nt duction in the higher “brackets” of the in- 
1€ dividual income tax. The imposition of a 
.- 50% increase in the ordinary income tax 
upon corporations in place of the excess 
e profits tax, places the burden of tax-pay- 
y ing rather differently as compared with 
d the past, but leaves it still in existence. 
f Readjustments and changes in the so-called 
luxury or consumption taxes are not of 
much real importance. When the tax bill 






was first reported from Committee, an es- 
timate of about $800,000,000 of tax reduc- 
tion was circulated with it. This is now 
cut to a figure of $221,000,000 for the cur- 
rent fiscal year, although it is asserted that 
when the reductions come into full effect 
next year, much larger savings will be 
made. That remains to be seen; and the 
accuracy of the prediction will depend a 
good deal upon business conditions and the 
volume of income then in existence. 
Meantime much of the importance of the 
new tax measure is seen in its administra- 
tive provisions. Some of these will tend 
to reduce abuses that have heretofore pre- 
vailed while others appear likely to aggra- 
vate or at least perpetuate other evils of 
administration. 
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At Last— 


a device that does away with dripping candles, 
spluttering sealing wax, poor impressions and 
burnt fingers—the 


Electric Sealing Wax Machine 


éasy to operate—ten times quicker than the age-old 
hand method—saves one-half the sealing wax— 
pays for itself in short time. Let us send you one 
cn trial—convince yourself without obligations. 


ELECTRIC SEALING MACHINE CORP. 
316 West 31st Street New York City 




































INVESTMENT SECURITIES 


WHITEHOUSE & CO. 
Established 
1828 


Members of the 
New York Stock Exchange 


111 BROADWAY 
New Yor 


Keyser Bupe. 
Battrmorg, Mp. 


186 Remsen Sr. 
d Brooxtyn, N. Y. 



































We have ready 
for distribution 
to investors and 
market traders 

handsomely 
bound 70-page 
PURCHASE AND SALES 
booklet especially valuable 
for keeping a simple and ac- 
curate record of all transac- 
tions. 


Stock 
Record 
Booklet 








It is useful not only because 
it shows you at a glance how 
your account stands, what 
your profits and losses are 
on each made, but also as a 
reference for income tax 
purposes. 


Dividend tables for figuring 
the investment yield of secu- 
rities are appended. 


If you will send us a list of 
the stocks and bonds you 
now hold, we will be glad to 
enter them and send the 
booklet to you; or, you may 
make your own entries if 
you choose. 


Copy sent FREE on request 
Ask for M.W. 78 


“Always Without Obligation” 


S-S-RUSKAY & Co. 
ESTABLISHED 1877 
idated Stock Exch. of NY 


Members 
42 BROADWAY NEW YORK 
Phone: Bowling Green 3200 


Chicago, Bridgeport, Boston, Pittsburgh 
Direct Private Wire System 























Famous Players 
Loft Incorporated 
New York Central 
Northern Pacific 
Republic Iron & Steel 
Sears Roebuck 
St. Louis & San Frans. 
Tobacco Products 
U. S. Food Products 


Vital articles analyzing 
each of the above compan- 
ies, giving earnings, future 
prospects, etc. Sent gratis. 


It is necessary to state stock 
in which you are interested 
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why I favor bonds, even a poor bond, 
in preference to most preferred stccks, 
is that the bond issues are usually limited 
in some way either by the amount of the 
issue being limited or authority being 
granted to issue only for the acquisition 
of a certain percentage of new property. 
There is no such limitation upon the 
issuance of preferred stock of the General 
Motors Corporation, or of any other pre- 
ferred stock. Neither is there any way 
in which a minority holder of the pre- 
ferred stock of the General Motors Cor- 
poration can prevent the mortgaging of 
the assets of the company and thus reduce 
the assets and equities behind the stock. 
While under the present management the 
security back of the General Motors pre- 
ferred stock may be very good yet there 
is no assurance that within a year or two 
er three the management will not change 
and the company run into bankruptcy. 
A very good illustration of this condition 
is that of the Goodyear Tire and Rubber 
Company. For many years the preferred 
stock of that company had an immense 
earning power back of it and was regarded 
as gilt edged investment. Within a very 
short time, however, additional issues of 
stock were sold and debts incurred which 
resulted in the bankruptcy of the com- 
pany and practically the wiping out of 
the old stocks. For the reasons above 
given it seems to me that your statement 
in reply te W. P. B.’s letter stating that 
“we concur in the conclusion you have 
arrived at, to the effect that the equity 
underlying the Pacific Gas & Electric issue 
would be of doubtful value under fore- 
closure, whereas that behind the General 
Motors debentures would be very substan- 
tial” is at least open to question. I be- 
lieve also that the action of many old 
established industrial preferred stocks 
under present conditions bears out my 
contention and is a pretty strong argu- 
ment in favor of the proposition, that as 
a general thing a bond is much safer 
than any kind of stock. I should greatly 
appreciate your further opinion in the 
matter. 





CRITICIZES UNDERWRITERS 


Editor, THe MAGAZINE OF WALL STREET: 

Sir: You frequently state, in your 
paper, that you would welcome suggestions 
and criticisms. I have sent in a few dur- 
ing the past twelve years, and would like 
to offer the following: 

Have one of your statisticians prepare 
an article showing the movements of a 
few of the representative stocks (princi- 
pally the ACTIVE ones) during each of 
the years 1864 to 1877. Have the article 
show these movements after the Civil 
War and up to the time of the 1877 panic, 
together with any comments and explana- 
tions that your writer wishes to make. 
I feel sure some of the careful students 
of market improvements would welcome 
something showing war’s after-effects on 
securities. The effects of the 1914 to 1918 
war are very great, and many persons are 
confused as to the future price move- 
ments of stocks and bonds. 


I have read most of Mr. Wyckoff 
articles in his fine magazine since tl 
time he dissolved partnership of the firm 
of Mallett & Wyckoff, and have wondered 
why he is gradually making the magazin. 
one which is worth more and more to 
the advertisers and possibly a little less 
valuable to the readers. Perhaps I cay 
explain myself more clearly when I say 
that the issues the first few years ap. 
peared to be devoted almost extirely to 
the interests of the readers, not failing 
to call attention to practices among bank- 
ing and underwriting houses and house; o{ 
original issue which, to speak mildly, were 
subject to question as to their ethics. 
Lately, however, the large amount ef ad- 
vertising you have received from the 
bankers and brokers appears to have made 
you less jnclined to expose conditions 
which ought to be exposed, if we are to 
have clean financing of industrial corpora- 
tions. It is ethically and morally improper 
to consolidate or organize corpcrations 
with fictitious valuations placed upon the 
assets, and then to sell the securities 
through the medium of the New York 
Stock Exchange at highly inflated prices. 
Your experience has been broad enough 
during the many years you have spent 
in the Street to know that practically »ll 
of the new issues placed on the Exchange 
in 1917 to 1919 could be bought within 
a few years after that time at from 1/1(th 
to 1/4th the prices at which they were 
“washed” when first listed. Of course we 
know that “wash” sales are prohibited, but 
we also know that the Exchange cannot 
prevent them; but a magazine with the in- 
fluence and circulation that you have can 
teach the lambs (and even some of the 
older “rams” who have had plenty of ex- 
perience, but who seem never to git 
knowledge) that securities are made—at 
first—to sell, and that if the traders, in- 
vestors and speculators will wait a few 
years after they are first temptingly 
offered, that they can be purchased for a 
small fraction of the prices at which the 
originators first served them up to thie 
public. 

These comments do not apply after a 
company’s securities have been thorougily 
distributed, for then an entirely different 
set of conditions arise, as you of course 
know. But I believe—in fact, feel that | 
know—that the interests of investors aid 
bankers who originate new securities are 
opposed to each other, and that your 
magazine should from time to time offer 
to your readers articles showing the exact 
position of the promoting houses. The 
promoters “manufacture” something t 
sell—stocks and bonds—and when they 
offer those securities to investors at 
fictitious or inflated prices they are com- 
mitting acts which, to speak mildly, are 
unethical and unmoral. Their ability to 
juggle the income and expense statements 
and the balance sheets makes it impos- 
sible for the average investor to determine 
the real worth of the securities offered, 
and after a few months or a few years 
he finds himself stripped of a large part 
of his capital without realizing HOW and 
WHY his money was lost. ; 

I think it is the duty of an influential 
magazine such as yours is, to educate 
the investors as to the inside workings 
of the promoting and underwriting houses, 
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A Service For Busy Men 


You are a busy man. 
Trading in stocks is a business in itself. 
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and teach them that they must not ac- 
cept as 100% true all the information 
that is handed out. A few years ago 
you commented, in one short article, on 
the great value to the financial world if 
the promoters and underwriters would 
issue securities only to an amount repre- 
senting.the REAL appraised value of the 
properties owned by the companies; such 
art:cles are valuable, but you haven’t had 
enough of them lately. In other words, 
ely tof let the lambs see some of the acts 
failing] BE HIND the scenes. 
bank- | made similar comments to you a 
ses of | yeer or two ago, and your answer at that 
time was that you did not feel that you 
should “attack” Wall Street. I am not 
suggesting that you attack honest proposi- 
tious OF promotions, but only those acts 
which you know are unethical and im- 
proper, whether done by the biggest 
bankers in the street, or by the side- 
street crooks. You could have saved 
your readers many millions of dollars in 
1918 and 1919 if you had told your readers 
the frankly that they would lose heavily in 
vitien the new promotions of 1916 to 1919 vun- 
York Mm Fess they got out of them and stayed out 
until after a severe panic had brought 
the quotations down to a figure more 
nearly representing the real value of the 
assets. Of course there are many fools 
ance this world who will never learn ex- 
thin cept from their own experience, but chore 
10th @ 2t° Others who would benefit greatly if 
you would let them know a little more 
frequently how the big banking, promot- 
ing and underwriting houses work. 
[ trust I shall be a subscriber to your 
magazine for many years to come. Best 
wishes to you—R. T. A. 


You cannot attend to your business and 
be an expert trader at the same time. 


The business of The Trend Letter Trading 
Service is to guide traders. Its experts 
watch the market all the time—from the 
time it is “open, from ten to three—as 
well as after it is closed; for then they can 


study it to best advantage. 


Why not engage The Trend Letter Trad- 
ing Service to watch the market for you? 
You doubtless have excellent judgment, 
but have you had a broad experience? 


We have both the judgment and the 
experience. 


The Trend Letter Service does not claim 
to be infallible. No one in Wall Street can 
be right every time. Success in stock trad- 
ing consists of a series of transactions of 
equal amounts of stock in which the profits 
exceed the losses. That is all anyone can 
accomplish in this difficult business. 


Why not see what The Trend Letter 
Trading Service can do for you? 


For full particulars, fill out and. mail the 
coupon below. 


The Trend Letter Trading Service, 
42 Broadway, New York. 
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We were most interested in your letter. 
We are always glad to have suggestions 
and criticisms, because they show that 
our readers are awake and that they are 
interested in us. Regarding your sugges- 
tion as to the movement of stock prices 
following the Civil War, we would say 
that we have published in the recent past 
at least two articles of this particular 
type. They were rather small articles, 
however, and the subject might well be 
treated more fully. In any event, we shall 
give it careful consideration. Regarding 
your other suggestion that possibly we 
may have grown fat and lazy as a result 
of the large amount of advertising we are 
now carrying: If we felt that this were 
really the case, we would be tempted to 
stop altogether. Independence of judg- 
ment has always been the prime motive 
of this MAGAZINE and we are surprised 
to learn that we give you the impression 
of being any jess independent than we ever 
were. Now for your suggestion that we 
“show up” the methods of banking and 
underwriting houses: We are willing to 
agree that in many cases securities issued 
and marketed in 1918 and 1919 were based 
on inflated asset values; also that these 
securities for the most part can now be 
purchased at considerably less than their 
issue price. However, we do not feel that, 
in any respect, this is reason for con- 
demning the bankers and underwriters of 
these securities. They are no more to be 
censured than is the farmer who sold his 
wheat a couple of years ago at something 
like $3:00 a bushel. In other words, se- 
curities marketed then were inflated be- 
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We recommend as an exceptional invest- 
ment 


Central Petroleum 
Preferred 


Dividend guaranteed by Union Oil Co. 
of Delaware, which Company also 
agrees to retire Central Petroleum Pre- 
ferred in April, 1923, at $100 per share, 
or give up control. If purchased now 
and held for payment as above, the 


Yield is 21% 


Retirement is reasonably certain, as the 
Union Oil Co. will undoubtedly keep 
control of Central Petroleum’s valu- 
able properties, consisting of ownership 
of 23 subsidiaries with 23,500 acres of 
lands, on which are 953 wells produc- 
ing 5,300 barrels of oil daily. 


Accrued dividend from April Ist goes 
to present purchasers. This now 
amounts to $170 on 100 shares. 


Price and Circular M.S.T. on Application 


We buy listed investment securi- 
ties on MONTHLY PAYMENT 
PLAN. Write for our booklet, giv- 
ing terms and plan. 


Douglas Fenwick & Co. 


34 Wall Street New York 




















Scientific Methods of 
Investing and Trading 
in Stocks 


A free 100-page booklet, written an 
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Using Stop Loss 
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cause everything else was inflated. Un- 
‘doubtedly, however, there have been in- 
dividual cases where questionable proper- 
ties were gathered together, capitalized, 
and their securities doled out to the pub- 
lic at prices which even inflation could 
not excuse. Wherever we have seen evi- 
dence of such practices, we have not hesi- 
tated to advise our readers frankly and 
we shall continue to do so. In other 
words, if we were to condemn all of Wall 
Street for the mal-practices of a few or- 
ganizations, we would be something more 
than unjust. All we can do is to hoist 
up the red sign when an individual case 
calls for it. This we have done in the 
past and shall continue to do in the future. 
In closing, we wish to repeat that we ap- 
preciate your letter and suggest that you 
write us again whenever you have occa- 
sion.—EDITor. 





TO EDUCATE THE PUBLIC 
Editor, THe MaGAzIneE oF WALL STREET: 

Sir: I am a new subscriber to your 
periodical and for some reason I do not 
seem to get it regularly. . . . 

I formerly took another financial paper 
but I find yours better, that it contains 
abler articles and is generally higher 
class. IT am pleased with it. 

In talking with people generally in re- 
gard to corporations and particularly 
railroads, I find them very illogical, in 
fact, the average person uses very little 
logic in regard to railroads. The rail- 
road is synonymous with all that is bad 
to the average person, and it seems to 
me something like a campaign of educa- 
tion of the public generally should be be- 
gun. Many persons do not know what 
a corporation really is, and that the money 
of many pocr people is invested in the 
roads so as to get a fair and regular in- 
come. Some really very poor people have 
their all in the roads. 

The stockholders have been robbed and 
badly treated in many cases we know; 
but that is the fault of the stockholders 
in not putting good representatives in 
charge of the roads. You can help edu- 
cate the masses to the fact that without 
the roads we starve and freeze and that 
we MUST really have them in order that 
we may exist as a people. 

I intended simply to ask that I receive 
the paper regularly, but could not help 
writing as above.—W. E. S. 


The importance of the railroads to the 
industry of the country and to the indi- 
vidual welfare of the people in the coun- 
try, cannot be overestimated. Question- 
able policies of some executives in years 
gone by have blinded some of us to this 
fact. Honest efforts to make amends on 
the part of such roads as abused their 
position and a public amenable to reason 
are the only solution of the problem— 
EpiTor, 





BOND MARKET 
(Continued from page 607) 














Improvement in the prospects for the 
packing house companies (referred to in 
greater detail elsewhere in this issue) 
serves to call attention to the recent mar- 
ket action of two of -the important issues 


of this class, quoted on the New York 
Stock Exchange. These two are th 
Armour & Co. Ist mortgage 4%s and the 
Wilson convertible 6s. Since the latter 
part of May both issues have shown a 
steady upward tendency. Thus the 
Armour bonds sold at 78 in the latter 
part of May and are now quoted at 8] 
and the Wilson bonds in the same period 
advanced from 83 to 86%. The advance 
may be ascribed partially to the better 
feeling in the bond market and partially 
to the fact that the packing companies 
appear to have turned the corner of busi- 
ness depression and are gradually work- 
ing into a sound condition. 

The Wilson and Armour bonds, of 
course, are not in a questionable position 
with regard to safety of principal and, 
practically, interest, and have not been 
even in the period of worst depression 
for this industry. Armour bonds, for ex- 
ample, are well-secured as to assets and 
have never failed to show a substantial 
amount earned over interest requirements. 
The Wilson bonds have not so good a 
record which is the reason why they are 
classed among the second-grade bonds. 
However, even in this case earnings prior 
to 1920 were three times above total in- 
terest requirements, but in 1920, the com- 
pany fell short of earning total interest ob- 
ligations owing to the slump in the in- 
dustry. However, with the improvement 
which has recently come info the com- 
pany’s affairs, the interest rate seems 
fairly secure. 

Both issues are selling on a fairly ligh 
yield basis, particularly the Armour 
bonds which yield 6.15% at the current 
price. This extremely high-grade issue 
even under present conditions should yield 
no more than 54%4-6% which means a price 
of about 85 or higher. The Wilson con- 
vertible 6s are selling to yield 7.25% and 
while the investment position of this issue 
is not so strong as that of the Armour 
4%4s, nevertheless the yield is a bit high 
for a bond which, accurately speaking, be- 
longs in the investment class. Probably 
the Wilson bonds will recover to a price 
where they will yield no more than 614%, 
thus offering a proportionate profit oppor- 
tunity. 

The main factors directing the future 
course of these two bonds will be, of 
course, the trend of the bond market in 
general and the trend in the packing in- 
dustry in particular. In both instances, 
improvement has already been shown and 
the probabilities are that this improvement, 
broadly, will be maintained. In that case, 
both issues should sell materially higher 
within a reasonable period of time. 





THAT COAL SHORTAGE 
(Continued from page 611) 











Mines Must Have Cars 


“Mines cannot be run efficiently unless 
they are constantly supplied with empty 
cars. If the cars are not at the tipple in 
the morning, the mine does not operate 
that day. It resulted, speaking broadly 
and generally, that from a period begin- 
ning shortly after the war broke out in 
Europe, and continuously until a few 
months ago, there was a constant short- 
age of cars at the mines and continued 
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congestion upon the railroads. According- 
ly the mines were frequently closed down; 
labor was thrown out of employment; 
the production and delivery of coal re- 
stricted and a genuine coal famine was 
created. 

“But the undisputed evidence shows 
that at no time, even after our entrance 
into the war, would there have been a coal 
shortage had it been possible for the rail- 
roads to have furnished the coal mines 
cars to be loaded and in turn to have 
transported the coal promptly to its des- 
tination. 

“The chief cause, therefore, of the coal 
shortage is. found in the single fact that 
the coal could not be mined because there 
were not sufficient cars, and that the cars 
already loaded could not be speedily trans- 
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ession “It should be said in all fairness that 
oF cE the car shortage and transportation diffi- 
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culties were accentuated at various times 
by certain interferences, to some of which 
I now direct attention: 

“(a) Certain officials of the Govern- 
ment informed the public that the price 
of coal would be reduced and substantially 
advised the withholding of orders and pur- 
chases. It being true that a fixed amount 
of coal would be needed to meet the de- 
mands of the year, it followed that a re- 
duction of orders at one period out of the 
year would mean increased orders and in- 


com creased burdens on transportation at some 
oo other period. Accordingly the mines and 
=. the railroads were called upon to perform 
high within a period of a few months the work 
nour which should have been spread over the 
‘ae entire year. The result, of course, was 
wr disastrous. 
yield “The circumstances just detailed afford 
pence one of the many illustrations demonstrat- 
+ aaa ing the inability of Government agencies 
and to conduct the business of the people of 
s the United States. 
nigh Effect of Government Interference 
es “(b) At one time a very acute shortage 
rice of coal was accentuated by an order of 
6%, the Interstate Commerce Commission 
oe commanding the railroads to withdraw a 
large number of coal cars from the coal 
ure business and employ them in transporting 
of other products. This furnishes a second 
in illustration of governmental incompeténce 
in, in business. 
nes “(c) The Government took control, to 
7 a very large extent, of vessels engaged in 
nt, transporting coal. Freight rates were ad- 
se vanced to an almost prohibitive point, 
~ with the result that for a time that part 


of the country obtained its coal supply 
partly by rail and partly by water. An 
undue amount of coal was sent by rail in 
order to secure the more advantageous 
rates offered by the railroads, then also 
under Government supervision. In conse- 
quence the railroads were totally unable 
to take care of the increased burden cast 
upon them and an appalling condition re- 


~ sulted in the part of the country referred 
sa to. This is a third illustration of the in- 
te ability of the Government to conduct the 
ly business of the country. i 

« “(d) A switchmen’s strike at one pe- 
« riod tied up a very large number of cars, 
. made it difficult to keep freights moving, 
and for a time contributed largely to the 
d coal shortage. 


“Tt will be observed that all of the fore- 
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going interfering causes of the coal short- 
age, save that mentioned last, merely con- 
tributed to and were a part of the one 
great interfering cause, to wit, shortage 
of cars and transportation. 

“Shortage of cars and transportation 
facilities being then the cause of the coal 
famine, we must find the remedy in the 
removal of that cause. 

“The problem is not without its diffi- 
culties, but it is capable of solution. We 
should simply see to it that the railroads 
are required to furnish upon demand all 
cars required to keep the mines in opera- 
tion, and to transport the coal promptly 
to its destination. The Government has 
the power within the limits of the Con- 
stitution to require this service from the 
railroads. It may be that the railways 
will find the immediate increase in equip- 
ment difficult. However that may be, it 
is not comparable to the suffering and loss 
caused by a coal famine. The cause of 
the difficulty having been ascertained, we 
should direct our efforts toward a re- 
moval of the cause, even though some 
hardships may be entailed upon the rail- 
ways, or even though the Government 
should be required to temporarily ad- 
vance the required moneys.” 

Mr. PoMERENE: “Mr. President, if the 
Senator will permit me to interrupt him, 
the evidence before the Interstate Com- 
merce Committee just the other day in- 
dicated that there were 360,000 empty 
cars now, so that the condition does not 
exist at the present time.” 

Mr. Reev: “There may be 360,000 
empty cars now, but there may be a de- 
mand next Winter for all of those cars and 
for additional cars.” 





RAILROADS EARNING 
(Continued from page 617) 











the month of June was relatively worse 
than any of the preceding five months. 

Other revenues exhibited an almost un- 
relieved tendency to fall below the 1920 
levels. The result was that the total op- 
erating revenues were lower each month, 
except April (the month which in 1920 
was marked by the Switchmen’s Strike), 
than in 1920, 

‘Operating expenses have been reduced, 
especially maintenance expenses. 

Transportation expenses have also been 
heavily reduced, although not to so great 
an extent as the traffic. This is because 
a large part of the train schedules must 
be maintained, whatever traffic may be of- 
fered. 

Notwithstanding the reductions of ex- 
penditures, the rate of return on the tenta- 
tive valuation of the railways, by months, 
has been as follows, reduced in each case 
to an annual basis: 


1921 
FORBNNY wc icencsweunsess GSE Se Deficit 
DN. nds huhenah desks ch dn <0 Deficit 
DUE cach « sebchs Kathe <Kile oéeat 2.3% 
ih CUsEe 6 ined av band ono) able 2.2% 
NET nid, bas suwiteh Q0A90 0 4wedee tees 2.4% 
PD howd’ caw dnsinitiden dete ceven d6e 3.1% 
Cie Oe, o.oo dau thdsocnad es 18% 


During these six months, railways of 
Class I should have earned $477,256,000 in 
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Owns outright 258,765 
acres in California. An 
efficiently managed en- 
This issue and 
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other standard securities 
discussed at length in our 
Weekly 
Financial Review 
Gratis on request for “M. W. 39” 
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115 Broadway New York |} 
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Bargains 
For You 


—in Public Utility bonds 


1 Safe—being closely super- 
vised .by Public Service 
Commissions, and_ serving 
growing communities with 
necessary light, heat and 
power. 

2 Stable—because issues close- 
ly held are not easily de- 
pressed. 

Profitable—good income with 
unusual opportunity for in- 
crease in market value. 


By purchasing these bonds on our 
Partial Payment 
Plan 


you can multiply your hold- 
ings 5 times, thus taking ad- 
vantage of the most attractive 
bond market in 45 years. 


PARTIAL PAYMENT folder 
and list of Public Utility bonds 
on request. 


Ask for M.W.-31 
R. J. McClelland & Co. 


Investment Securities 


100 Broadway, New York 
Rector 0604 


The Rails and 
To-Day’s Market 


Now is the time to buy good 
dividend-paying stocks for specu- 
lative possibilities or for perma- 
nent investment. Among the 
foremost in the list of opportun- 
ities are the low-priced rails. 
The latest edition of our 


Monthly Railroad Bulletin 


will aid you to select these rail 
opportunities. Sent free on ap- 
plication. 


We shall be pleased to execute 
your orders for full lots or odd 
lots of stock either on conserva- 
tive margin or on our 


Partial Payment Plan 


net operating income to attain to a 6% 
basis. They actually earned $128,912,000, 
a shortage of $348,344,000, or 73%. (These 
figures for the six months are subject to 
slight change, but are virtually complete.) 

Comparing the month of June with the 
same month of 1920, the net operating 
income increased $66,209,911, and this was 
in the face of a decrease in total revenues 
of $33,240,500. Add these two figures to- 
gether, it appears that there was a net 
saving of nearly $100,000,000 between the 
two months, and a further scrutiny of the 
figures shows that virtually the whole of 
this saving was in expenses. 

Of the decrease in expenses, $44,748,799, 
or about 45%, is chargeable to the re- 
duction in transportation expenses, while 
$54,256,689, or about 55% of the total, was 
due to reduction in maintenance (way plus 
equipment). 

It should be borne in mind that the first 
six months of 1921 showed no relief to 
the railroads from any reduction in basic 
wages, nor from any change in rules and 
working conditions. Beginning July Ist, a 
wage reduction of approximately 12% 
went into effect, and some progress is 
being made toward working conditions 
conducive to greater efficiency and econo- 
my. The second six months of 1921 should 
therefore show an improvement over the 
first six months. 





WEAKLY MARGIN CALL 
(Continued from page 639) 











and will be increased a hundredfold if only 
those who are the most affected by P. 
Prosperity’s demise will step forward and 
volunteer to accompany their old friend 
to his last resting place. Tentatively, 
then, are submitted the names of General 
Asphalt Pool, Colonel Vanadium, Captain 
Replogle, Commodore Grenada Oil, Ad- 
miral Sumatra. The name of Willy 
Overland was honorably mentioned but 
some one objected that he had the bad 
habit of slipping at critical moments, and 
it was feared he might fall in and get 
accidentally buried in the grave with the 
guest of honor. Such an accident would 
ruin the whole party and nothing must 
mar or dim the pleasures of our guests 
at this our first annual wake. 

Of course no admission will be charged. 
Just send us your name and we will send 
you a ticket of admission. If you forget 
to bring the ticket on Friday night, show 
the door-keeper your flask, knock as often 
and as loud as usual, and the door will be 
opened to you. Don’t forget, though, to 
leave Hope behind. 





MORTGAGE BONDS 
How They Are Marketed in Argentina 


py Argentina an “open” market exists 
for mortgage bonds. This means two 
things: The investor can market his bond 
whenever he wishes to; and the mortgagee 
can retire his mortgage whenever he 
wishes to. 
An interesting description of the Ar- 


gentine system is contained in the follow-. 


ing extract from a study prepared by the 
American Express Co. The bonds are 
known as cedulas: 

The cedulas are bonds issued by the 


National Mortgage Bank (Banco Hipote. 
cario Nacional) to borrowers on real 
estate mortgages. They are bearer bonds 
in denominations of 1,000, 500, 400, 200, 
100 and 50 pesos bearing interest at 6%, 
payable semi-annually, and have an amor. 
tization fund of 1% annually. They 
are free from all Argentine taxes. The 
cedulas are issued in series, each of which 
is redeemable by a cumulative annual sink. 
ing fund of 1%, which is used to purchase 
bonds in the open market if obtainable 
below par; if not so obtainable, then to 
redeem bonds by drawings at par and ac- 
crued interest. The sinking fund pay- 
ments are sufficient to redeem the entire 
issue in each series in about thirty-three 
years. 
Security 

The primary security of the cedulas is 
the property on which the cedulas are 
issued. Mortgages executed on the prop- 
erty must not be for over 50% of the value 
of the property mortgaged, except on those 
loans over 200,000 pesos, those to cor- 
porations and those on amusement places, 
in which case the mortgage must not be 
over 40, 30 and 25%, respectively, of the 
property offered for security. 

The secondary security of the cedulas 
is all the resources of the National Mort- 
gage Bank (Banco Hipotecario Nacional), 
which were on December 31, 1919, of 
over 995,153,512 pesos and accumulated 
reserves of 80,856,772 pesos. The bank 
was established in 1886 and has met all 
its obligations punctually. 

The third basis of security and the most 
important one is that both interest serv- 
ices and amortization are guaranteed by 
the Argentine Government. 

These bonds are similar in some re- 
spects to the United States Federal Farm 
Loan Bonds, but the latter are not guar- 
anteed by the United States or the state 
governments. 


Market 


The cedulas enjoy a ready market. 
They are listed on the Buenos Aires Ex- 
change, the London Stock Exchange, and 
the Amsterdam Exchange. The sales on 
the Buenos Aires Exchange are very large, 
as shown by the following figures: In 
1910, 143,278,545 pesos; in 1914, 186,438 - 
250 pesos; in 1915, 101,963,500 pesos, and 
in 1920, 390,434,000 pesos. 

‘They are thoroughly seasoned securi- 
ties and have stood the most severe tests 
and financial crises in many countries. 
Even during the Baring Panic of 1890, 
which resulted in the suspension of in- 
terest payments upon the debt of the Ar- 
gentine Government, including its prov- 
inces and municipalities, and which was, 
in fact, the severest crisis in the history 
of the country, all payments were made 
upon the cedulas outstanding. The one 
exception to this was in respect to a rela- 
tively small amount payable in gold, and 
this was true solely because gold was un- 
obtainable. Bonds are readily salable 
within their narrow range of fluctuation. 
Prior to the war the great majority of 
the outstanding bonds were held in Eu- 
rope, but during the war, when there was 
an increase of prosperity in Argentina, 
investors in that country repurchased for- 
eign holdings in large quantities and the 
great majority of the outstanding bonds 
are now held in Argentina. 
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N his monthly review of business con- 
ditions compiled for the Federal Re- 






amor. 
They JM serve Bank of Philadelphia as of 
he MM aucus€ 23, Richard L. Austin, Federal 





Reserve Agent and Chairman, says, in part: 
Although much has been written in 
months concerning the general 
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the early part of August to justify op- 
timism., During June and July, it is true, 
a fair volume of business was transacted 
in the textile and leather and shoe lines, 
but it was confined almost entirely to im- 
mediate deliveries, and the orders re- 
ceived by the basic industries were negli- 
gible. The past few weeks, however, 
have witnessed some improvement in 
conditions—improvement very limited 
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aces, 
it be J in scope but nevertheless real. 
the The greatest betterment has occurred 
ful in the textile markets, where, for the first 
ulas . . 
lorte time in many months, fair sized orders 
al), for future delivery were placed. Of the 
of various textile lines in this district, cotton 
ated made the best showing during the month 
- and is now the most active. The export 
. call for cotton goods, which was fair 
lost during July, remains unchanged, but the 
rv- domestic demand has increased to such 
by proportions that several mills are booked 
= to capacity until next April. Ginghams 
rm have been the most sought for, but with a 
ar- scarcity of these materials, considerable 
ate interest has been shown in percales and 
other print cloth products, and prices of 
all these goods have advanced slightly 
Tire fabrics and drills and twills used in 
et. the manufacture of linings for shoes have 
oe also shared in the imcreased business. 
nd Cotton yarns are in better demand, but 
on owing to the rather large stocks that buy- 
3c, ers have had on hand, interest in yarns is 
In not so great as in cotton goods. 
id Activity in Woolens 






Activity in the wool industry also was 
greater during the past month, and opera- 
tions in cloth mills have been increased. 
There has been . little re-ordering of 
goods for Fall shipment and the total of 
Fall business is considerably below nor- 
mal, but the orders placed for goods for 
next Spring have been gratifying to the 
entire industry. Following the openings 
by the American Woolen Company, mills 
in this district showed their Spring 
samples, and the response was so satis- 
factory that several manufacturers have 
found it necessary to withdraw certain 
of their lines. Prices for Spring goods 
are the same as those quoted for Fall 
materials, and this fact has engendered 
confidence in the stability of the market. 
Demand for yarns is also better, especial- 
ly for heather mixtures for the hosiery 
trade; but orders for yarns are not being 
placed for shipment beyond 60 days. Re- 
flecting improved conditions in the woolen 
cloth and yarn industries, the demand for 
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- Real Business Improvement 
Philadelphia Reserve Bank Reports Progress 


raw wool is also stronger, but it is for 
immediate delivery only. 

Orders placed for heavy weight under- 
wear during August were of fair size, 
and although the total Fall business thus 
far placed is much below normal, the 
repeat orders already received and the 
prospects for further duplicate orders 
have improved the tone of the market. 
The official showings of light weight 
underwear samples for next Spring were 
virtually ignored, but mills which have 
resorted to strenuous sales methods have 
succeeded in booking considerable busi- 
ness. Owing to the continuation of the 
strike in Philadelphia mills, manufactur- 
ers were unable to meet the demand for 
full-fashioned hosiery, ‘which was very 
active during the month. Operations in 
these mills have been steadily increasing 
since many of the new workers whom 
manufacturers have been training in the 
use of the machines are now able to 
handle them, but production is not yet 
equal to the demand. Sales of seamless 
and mock-fashioned silk lines have also 
increased, and the hosiery industry as a 
whole is enjoying a fair volume of busi- 
ness. The strike in the carpet and rug 
industry was settled during the month, 
and as a result, operatfons were increased 
to meet the new business offered and to 
replenish stocks that had been depleted 
during the strike. Silk alone, of the tex- 
tiles, has failed to better its position since 
last month. The demand for hosiery and 
other silk knitting yarns is very good, 
but with these exceptions business has 
fallen off. ‘Weaving yarns are in scant 
demand but little business is offered for 
Fall fabrics. 


Leather Conditions Improved 


Conditions in the leather trades have 
also improved. The export demand for 
glazed kid fell off slightly, but this was 
more than counterbalanced by larger do- 
mestic orders. Sales of calf, too in- 
creased both in number and size. Sole 
leathers were moved in fair quantities at 
firm prices, and the demand for hides was 
good. Large orders for Fall shoes were 
placed during the month, increased busi- 
ness being especially in children’s shoes. 
Jobbers are now buying more shoes for 
the Fall season and conditions in the in- 
dustry as a whole are steadily improving. 

Manufacturers of paper boxes report 
better business and as a result, types of 
paper used in box making are in good 
demand. Other papers, however, are gen- 
erally inactive. Improvement is also 
noted in the tobacco industry. Cigars are 
selling well, the demand for five-cent 
brands being especially good. - Agricul- 
tural conditions, too, improved during 
the month, owing to the heavy rains. 


Change in Steel 

Of greater significance, perhaps, than 
the better conditions in textiles, leather 
and shoes, and other lines are recent de- 
velop':onts in the iron and steel industry. 
For months there was an almost total 
absence of demand for these products, 
and operations were at the lowest point, 
as compared with capacity, in history. 





PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 

PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the 
cost of the Put or Call. 


Explanatory booklet 14 sent upon 


request. Correspondence Invited. 
GEO. W. BUTLER 
Specialist in 


Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








Steel Common 

Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 

. > 

American International 

I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid opportunities afforded 
by Puts and Calls to take advantage of 
the fluctuations on a small cash outlay. 
When trading with Puts and Calls your loss 
is at all times limited to the small amount 
paid for them, while profits are unlimited, 
or all that a rise or a decline in a stock 
permits. Puts offered on June 3rd, 1921 on 
Mexican Petroleum at 140 showed $3400.00 
met profit on each 100 share Put by 
June 2th, 1921. 


OUT OF TOWN CUSTOMERS 


My out of town customers who ‘are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy ef 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
tock Exchange 
2 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1996 














665 








DURHAM, N. C. 


We offer 8% Fifteen-Year General 
Mortgage Bonds of the 


DURHAM PUBLIC 
SERVICE COMPANY 


at 98 and INTEREST 
Yielding 8.25% 


Descriptive circular on request 


MSCowneCo. 


Land Title Bldg., Philadelphia, Pa. 
Members Philadelphia Stock Exchange 














250 Pages of 

Price-A ffecting Staiis!-cs 
OUR HANDBOOK 0+ 
ACTIVE STOCKS con- 
tains up-to-date com- 
plete statistical data 
on stocks and bonds. 
Published in handy 
pocket form, it is re- 
cognized as the most 
useful and complete 
guide for the use of 
investors. 


Ask for M 14 


RODNEY & Co. 
Odd Lot Specialists 


55 Broadway 12 E. 42nd St. 
Tel. Whitehall 1432 Tel. Vanderbilt 10436 























DIVIDENDS 


AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY. 
128th Dividend. 

The regular quarterly dividend of Two Dollars 
and twenty4ive cents per share will be paid on 
Saturday, October 15, 1921, to stockholders of 
record at the close of business on Tuesday, Sep- 


tember 20, 1921. 
H. BLAIR-SMITH, Treasurer. 








DIVIDEND NOTICE 
PACKARD MOTOR CAR COMPANY 
Preferred Stock 


The regular quarterly dividend of one and 
three-quarters per cent. (1%%) on the Preferred 
Capital Stock of the Company has been declared 
by the Board of Directors, payable September 15, 
1921, to the helders of the Preferred Stock of 
record at the close of business August 31, 1921. 
The books will not be closed. 


FREDERICK R. ROBINSON, 
8 tary @ Tr ° 


Detroit, Michigan, August 26, 1921. 
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August, however, has witnessed the 
placing of orders for sheet steel and 
pig iron, the increase of production 
schedules in plants that had continued 
to operate in face of the lack of new 
orders, and the reopening of some 
plants which had closed down. Espe- 
cially encouraging is the fact that rail- 
roads have begun to buy iron and steel 
for repair purposes. The increase in 
beehive coke production is further indi- 
cation of greater activity in iron and 
steel in the Pittsburgh district. The 
total volume of orders recently placed is 
very small, it is true, but in view of the 
completely apathetic state of the iron and 
steel markets during the past few. months, 
the increase in activity is of real import- 
ance. 

In contrast with those of most other 
industries conditions in the coal business 
showed little change during the month. 
Stove coal was in good demand, but with 
this exception, sales of other domestic 
sizes and of steam sizes of anthracite were 
very small and, if anything, less than dur- 
ing July. This declining demand is re- 
flected in the smaller differential between 
independent and large company prices. 
The demand for bituminous coal is also 
very poor, but prices hold firm. 

As a result of the better demand for 
most products, operations in nearly all 
industries have been increased and unem- 
ployment is diminishing. The Pennsyl- 
vania State Department of Labor esti- 
mated the number of unemployed in the 
cities of Altoona, Harrisburg, Johnstown, 
Philadelphia, Scranton and Williamsport, 
on August 15, as 216,905, a decrease of 
1.6 per cent from the estimate of July 30. 
Reports received from individual manu- 
facturers since August 15 indicate a fur- 
ther reduction of employment. 

Considerable emphasis has been placed 
in recent weeks upon the rise of several 
of the wholesale commodity index num- 
bers as indicating a turn in the so-called 
business cycle. The Bradstreet number 
on August 1 was 11.0576, as compared 
with 10.7284 on July 1 and 10.6169 on 
June 1. The Dun index on August 1 
registered its first increase since July 1, 
1920, the number being 163,677. On 
July 1 of this year the Dun index number 
was 159,833. The index number of the 
Bureau of Labor Statistics showed no in- 
crease for Jtily, but it failed to recede 
further, the number for both June and 
July being 148. Although it is true that 
the increase in the Bradstreet and Dun 
index numbers and the stabilization of 
that of the Bureau of Labor Statistics 
are very favorable signs, there is much 
speculation as to whether prices have de- 
finitely turned upward or have merely 
been temprorarily halted in their precipi- 
tous decline. (In this connection, the 
writer calls attention to an accompanying 
chart, the figures for which were ob- 
tained from a recent issue of the Amnalist, 
showing the trend of prices since 1810.) 
There is marked similarity between the 
periods following the war of 1812, the 
Civil War, and the recent war. In the 
price declines after each of the first two 
conflicts, prices ceased to fall for a short 
time and then resumed their downward 
course for a number of years. Whether 
the price trend in coming years will fol- 
low that of the previous periods is a ques- 
tion which is occupying much thought. 





Securities Analyzed 


‘in This Issue 


The subjoined table presents a 
list of the securities analyzed at 
length in the current (September 
3rd) issue of The Magazine of 
Wall Street. 


Bonds 
Atch., Top. & Santa Fe 4%, 1962... 625 
Bethlchem Steel Ss, 1936 
Chesapeake & Ohio 5s, 1946 
Chgo., R. L, & Pac. 4s, 1934 


City of San Francisco (Water) 4%, 


Hudson & Manhattan 5s, 1957 
Philippine Govt. 54s, 1941 

Republic of Uruguay 8s, 1946 
Toledo & Ohio Central Ss, 1935 
United Fuel Gas 714s, 1931 

Western Union Telegraph Co. 644s, 


Industrial, Etc. 


American Beet Sugar Co 


Public Utilities 
Adirondack Power & Light Co 
Great Western Power Co 


Northern States Power Co 


Unlisted Utility Bonds 


Railroads 
Atchison, Topeka & Santa Fe 
Atlantic Coast Line 
Chicago & Northwestern 
Louisville & Nashville 
Norfolk & Western 
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